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The Subtle Drive for Socialized 
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Telephone Rate Regulation during Inflation 
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Some New 


BARBER © 
APPLIANCE BURNER 


These new Barber models are useful for the needs of many appii 
makers. The slotted cap burner No. L-50 will be found very adaptable in 
long, narrow combustion chamber, and when heat must be uniformly dis 
uted over a wide surface, and "spot heating” must be avoided. It is s0 
signed that the units composing the assembly can be mounted end-to-e 

:' make a very long row of single jets, or placed side by side to make a| 
of burners. The manifold and intake are adequate to supply gas to a larg 
multiple assembly. If you have a problem of this nature, let our engineers su 
a layout sketch showing the possibilities of this unit. The slotted cap jet bu 
No. C-440 is designed for applications requiring a large size burner. It is maé 
in two sections for ease of installation in entrance doors too small for one ¢i 
lar burner of the same diameter. 


Barber Gas Appliance Burners, and Barber Conversion Burners, in nu 
shapes and sizes, are specifically designed for the individual requirements ¢ 
gas appliances, and equipped with the proper jets to suit the purpose and the 
of fuel—natural, manufactured, or LP gas. Any Barber-equipped appliance 
THE most essential element for satisfactory operation—the proper burner 


Ask for latest complete Catalog on Barber appliance 
and conversion burners, and pressure regulators. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, ° 


BARBER BURNER 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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stands for Federal and state regu- 
lation of both privately owned and 
operated utilities and publicly owned 
and operated utilities, on a fair and 
nondiscriminatory basis; for nondis- 
criminatory administration of laws; 
for equitable and nondiscriminatory 
taxation; and, in general—for the per- 
petuation of the free enterprise sys- 
tem. It is an open forum for the free 
expression of opinion concerning pub- 
lic utility regulation and allied topics. 
It is supported by subscription and 
advertising revenue; it is not the 
mouthpiece of any group or faction; 
it is not under the editorial supervi- 
sion of, nor does it bear the endorse- 
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To help make New England’s power more plentiful, a 320,000 Ib. 
per hour Radiant Boiler of the design illustrated here has been 
installed at English Station of the United Illuminating Company at 
New Haven, Conn. A duplicate unit is being installed at this power 
company’s Steel Point Station at Bridgeport, Conn. 

Both new units are for one-boiler-per-turbine installations with 
no high-pressure cross connections. Their selection for this “solo” 
service where reliability is so essential, reflects the ability of B&W 
boilers to stay on the line day in and day out, month after month, 


as they have demonstrated in over 75 other one-boiler-per-turbine 
installations throughout the country. Years of highly satisfactory 
service experience with other B&W units contributed importantly to 
these repeat sales. 


This boiler design is one of 46 recent BEW units included 

in the new edition of “Central Station Boilers,” Bulletin 
G-67, now available. The Babcock & Wilcox Co., 85 
Liberty Street, New York 6, N. Y. 
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UDGING from the congressional reac- 

tions to the President’s recent mes- 
sage on the national economy, the chief 
executive’s acknowledgment of an in- 
evitable further deficit has not dampened 
the spirits of the public project boosters. 
Congressional supporters for various val- 
ley authorities and other public works 
concede that pressure for economy will 
make it difficult to get new authorizations 
through the 81st Congress. But they evi- 
dently have White House consent and 
approval for pushing various planning 
activities under the guise of “rainy day” 
programs to forestall unemployment. 


Discussion of additional spending 
for public power projects inevitably 
raises the question of whether these are 
steps toward eventual socialization of our 
electric power industry. The word “so- 
cialization” is greeted with ridicule by 
the free spenders. But the fact remains 
that government aid and government 
spending invariably do lead toward So- 
cialism. They have had that effect in 
other countries ; and there is little reason 
to suppose that our own country will 
prove any exception. An important con- 
sideration, therefore, is whether there 
actually exists in high government cir- 
cles an alert consciousness of this trend 
and a determination among certain indi- 
viduals to achieve this result. 


E hear a lot about the conspiracy of 

the Communists to seize power in 
the United States ; but we do not hear so 
much about a systematic program of per- 
sons actually in authority who would 
socialize our electric power and utility 
industries in such a way as eventually to 
bring about the same result. In this issue, 
a member of the House Appropriations 
Committee gives us a frank description 
of what he believes is a movement to 
socialize the power industry without the 
people realizing it. 


REPRESENTATIVE BEN F. JENSEN 
(Republican, Iowa), whose article “The 
Subtle Drive for Socialized Electric 
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© Harris & Ewing 
BEN F. JENSEN 


Power” begins on page 146, was born in 
1892 on a farm near Marion, Iowa. He 
was educated in the Iowa schools, served 
in the Army in World War I as a Second 
Lieutenant. After an early career as a 
retail lumberman, he entered public life 
ten years ago with his election to the 76th 
Congress as Representative from the 
seventh district of Iowa. He has been 
reélected to every succeeding Congress 
to date. 


REPRESENTATIVE JENSEN has long 
been a student of government science and 
has devoted much of his life to civic prob- 
lems and agriculture. Last year, he was 
chairman of the subcommittee in charge 
of the Interior Department appropria- 
tions. In this capacity REPRESENTATIVE 
JENSEN has come to learn a great deal 
about Federal power policy and the op- 
eration of Federal bureaus dealing with 
public power. He is past seventh district 
commander of the American Legion. 


2 Ae 


5 leading article in this issue, by a 
member of our own editorial staff, 
has an interesting origin. It seems that 
three former contributors to this maga- 
zine—all well known in the electric util- 
ity industry—happened to attend annual 
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Here's a message every 
FLEET 
SUPERINTENDENT 


can read... profitably ! 


CCCCSSHOHSSEHSESESESEEEE HEHEHE EEEEEEESESEEEE 


ATURALLY, you want to be success- 
N ful. You want to’ make money. 
And what better way is there to make 
money than to save money on your 
truck transportation? 

You can save plenty of money with 
trucks that fit your job . . . Dodge 
“Job-Rated”’ trucks. 

It stands to reason: if a truck’s too big 


. 
e 
. 
. 
. 
‘ 






for your job, you'll waste money; if it’s 
too small, you’ll pay plenty for costly 
maintenance. 

From 248 basic chassis models, your 
Dodge dealer can specify a truck that 
will be ‘‘Job-Rated’”’ exactly for your 
hauling job. 

a a truck will have the right one of 
7 “Job-Rated” truck engines .. . “Job- 
Rated’”’ for top efficiency and maximum 
economy. It will have the right chassis 
units throughout ... “Job-Rated’’ to 
haul your loads, over your roads. Your 
truck will last longer . . . save money 

every mile it’s driven. 

So have a talk with your Dodge dealer. 
For remember . . . only Dodge builds 
“‘Job-Rated” trucks! 
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8 PAGES WITH THE EDITORS (Continued) 


meetings of the Young Men’s Confer- 
ence of the Indiana Electric Association. 
These friends of ours—each acting in- 
dependently—were so impressed by the 
earnestness of the young men in at- 
tendance at these meetings, and with the 
unique character of their organization, 
that all three suggested an article about 
the Indiana young men’s utility group. 


WHEN we received these suggestions 
from different sources, we were struck 
by the coincidence. We decided there 
must be something especially good here. 
We also decided that we wanted an arti- 
cle and that we wanted it quickly. There- 
fore, rather than waiting to arrange for a 
local writer, we dispatched a member of 
our editorial staff.to make a personal in- 
spection of the situation. The result is 
the article by Francis X. WELCH, en- 
titled “In Indiana They Train Them 
Young.” We believe it is an article 
which utility executives in every other 
state will want to read. We hope that it 
will prove the inspiration for similar or- 
ganizations elsewhere. 


* * * * 


HE statement was made in this pub- 

lication some time ago that original 
cost valuation for rate making could be 
reduced to an absurdity during a run- 
away inflationary period. An extreme ex- 
ample was recited in the Shanghai Tele- 
phone Case where the original cost 
of the property in Chinese dollars would 





FRANCIS X, WELCH 
AUG. 4. 1949 





not pay fora toll call. CLARENCE H. Ross, 
well-known attorney with the firm of 
Isham, Lincoln & Beale, has pursued this 
line of inquiry with special reference to 
telephone rates. The result is his interest- 
ing analysis, entitled “Telephone Rate 
Regulation during Inflation,” which be- 
gins on page 155. 


ok x* * * 


= the important decisions pre- 
printed from Public Utilities Re- 
ports in the back of this number, may be 
found the following: 


THE Massachusetts department au- 
thorized overhead construction of electric 
transmission lines despite local objec- 
tions, since it believed it would be unfair 
to ask utility customers in other towns 
served by the company, some of which 
had overhead lines, to bear the additional 
cost involved in unusual and special un- 
derground construction. (See page 1.) 


THE Idaho commission, in considering 
an application for authority to increase 
telephone rates, ruled that future addi- 
tions to plant, or the need for them, are 
not a basis for present telephone rates, 
nor that anticipated future improvements 
in service are justification for increases 
in present rates. (See page 9.) 


A TAX clause in a proposed gas rate 
schedule, as a precaution against the 
possibility of the imposition of a grade 
revenue tax under pending legislation, 
was disallowed by the Massachusetts de- 
partment on the ground that utilities 
should not be allowed to hedge against 
increased costs by means of an escalator 
clause, except in the case of fuel costs. 
(See page 22.) 


THE Louisiana commission, in adopt- 
ing original cost as a rate base, says it is 
immaterial that the present owners 
bought the property for less than cést. 
(See page 28.) 


THE next number of this magazine 
will be out August 18th. 


-—_ 
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FOR improved appearance of correspondence, reports and billing listings. 
The Electric DeLuxe has an exclusive typeface designed to give greater read- 
ability to typescripts—cut stencils that assure perfect reproduction. 


FOR producing clear, multiple carbon copies. No matter how many carbons 
are made, the type is uniform—unaffected by variable human touch. 


AGAINST operator fatigue. Every operation on the Electric DeLuxe is 
electric—eliminating the pounding of typewriter keys . . . time consuming 
hand spacing. . laborious hand carriage return. Electrification of this one 
operation alone can result in a tremendous saving of physical energy. 





AGAIN ST error. The fingerfit keys have been designed to adjust the typist’s 
fingers to the correct typing position—to provide a smoother typing touch— 
to turn out better work in less time with less effort. 


Call the Remington Rand Inc. office near you. We'll be glad to arrange a 
demonstration—without obligation, of course—to show how the Remington 
Electric DeLuxe can contribute to the efficiency of your organization. 


* 
Reminglon Rand THE FIRST NAME IN ELECTRIC TYPEWRITERS 


THE SUPERB NEW REMINGTON 


ELECTRIC DELUXE TYPEWRITER 









Coming IN THE NEXT ISSUE 
x 


PUBLIC POWER INVENTORY IN NEBRASKA 


Nebraska is the nation's only full public power state without benefit of direct 
Federal government operation. The public power districts of Nebraska, 
although originally financed in part by Federal loans, have been under the 
local control and operation of public agencies in that state. What has been 
their experience in the light of postwar operating difficulties? H. T. Dobbins, 
associate editor of the Nebraska State Journal, has taken a spot inventory 
of the Nebraska public power district affairs. His objective analysis should 
prove of interest to everyone in the public utility business, whether publicly 
or privately owned. 




































A NEW LOOK FOR THE CHIMNEY—PLEASE! 


The problem of "air pollution" and its reduction is receiving increasing atten- 
tion, especially in our large industrial centers. The popular opinion seems 
to be that the tall chimneys of factories and utility plants constitute, in 
their giving out of smoke, the chief offenders in contaminating the atmos- 
phere. Intensive research on this problem, in several cities, demonstrates 
that this is a misconception. Howard J. Carswell, of the public relations 
staff of the Bituminous Coal Institute, points out in this article that there 
are many other sources from which comes pollution of the air. And, as a 
matter of fact, the public utilities have led the way in abating the nuisance 
of atmospheric contamination. 


POWER INDUSTRY? 


We have heard the charge made that proponents of public power programs 
are bent on socializing the ,entire electric utility industry in the United 
States. Is that actually their real objective? Who are these men and what 
have they to say on the subject? Here is an objective review in two in- 
stalments, by an experienced reporter, Herbert Bratter, of actual state- 
ments made by prominent and responsible officials and public figures along 
this line. In the interest of keeping the record straight, Mr. Bratter has 
made a notable compilation. 


WHO WANTS SOCIALIZATION OF THE AMERICAN { 


* 


A | SO .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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how to plan 


rate structures that attract 


new capital 











THE PROBLEM: 
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Rosert B, McCoti 
President, American Locomotive 
Company. 


Homer E, CAPEHART 
U. S. Senator from Indiana. 


Cyrit HENDERSON 
City planner, Modesto, 
California. 


Tom WALLACE 
Editor emeritus, The (Louisville) 
Times. 


Harry FLoop Byrp 
U. S. Senator from Virginia. 


J. Dewey Dorsett 
General manager, Association of 
Casualty & Surety Executives. 


W. I. McNere 
Vice president, General Aniline & 
Film Corporation. 


Maurice J. ToBin 
Secretary of Labor. 


LAWRENCE FERTIG 
Writer on economic affairs. 
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CBarukelle CEaerkhe 


“There never was in the world two opinions alike.” 





—MOoNTAIGNE 





“It would be a reaffirmation of the American belief in 
the individual if we were to start desocializing our rail 
roads.” 


- 


“In the last sixteen years we have realized that more 
money makes more government and more government 
takes more money.” 


> 


“It is a paradoxical fact that at the local level where 
we have the closest control of our tax funds, we are the 
least willing to contribute to them.” 


» 


“One purpose of the multiple-purpose dam is to give 
employment. to the needy blind: To engineers who can- 
not see why anything should not be destroyed.” 


¥ 


“You can’t have the Federal government handing out 
big sums of money to the states for education without it 
leading to bureaucratic control of the schools.” 


» 


“Our private enterprise system cannot exist in our 
modern world on deeds alone, great and benevolent though 
they may be; it must also be supported by words.” 


* 


“The purpose of accounting is to record the historical 
facts of a business as they have occurred in terms of the 
accepted currency and within a reasonable degree of 
accuracy.” 


> 


“We have nothing to fear from Socialism. Personally 
I can’t see what the Socialist philosophy has to offer a 
country like the United States which has produced the 
highest standard of living in the world.” 


» 


“What the government can do to encourage capital in- 
vestment by business and a continuing high level of pros- 
perity, is to stop threatening industry with government 
competition in steel, power, and other industries, and re- 
move such penalties as excessive taxation which stifle 
capital investment.” 
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Your customers’ bills 
may point the way! | 


N ANALYSIS of your customers’ most 
recent bills may disclose certain im- 
portant trends... 


... trends that will point the way to you 
for. planning rate and promotional pro- 
grams, 


Made regularly 


Many utilities all over the country regu- 
larly have such analyses made. 


But these analyses are not turned out 
in utilities’ offices—they are done on the 
special public utilities machines of the 
Recording and Statistical Corporation. 


And for very good reasons: 

Executives of utilities are findi that 
they can get accurate and helpful data in 
one-half the usual time—and at one-half 
the usual cost! 


These tabulations are made on specially 
designed electro-mechanical equipment. 
As many as 200,000 bills can be analyzed 
each day by our trained personnel. 


The cost to you is only a small fraction 
of a cent per item! 


RECORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue 
































Send for FREE booklet 


Get the facts about this accurate and economical 
analyses method of your customers’ usage data. 


Write to us today for “The One-Step Method 
of Bill Analysis.” You will be glad you did! 


This Bill Frequency Analyzer automatically classifies 
and adds in 300 registers—in one step! 


New York 13, N. Y. 
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14 REMARKABLE REMARKS—( Continued) Aug’ 
Smwney R. Rass “We are afraid of overproducing. We have failed to oom 
President, Super Market Institute. realize that the basic problem of our economy is one of 
creating the means to consume all that we produce, Fail- 
ing to consume what we produce all of us—government, 
business, and labor—will once again be tempted to create 
F artificial scarcities.” 
* 
TuHomAs G, SPATES “For half a generation now leaders of government and 
Vice president, General Foods leaders of organized labor have been appealing to the 
Corporation. weaknesses in man—fear, greed, laziness, and self-pity. I 
want the leaders of business to base their platform on an 
appeal to the strengths in man—courage, enterprise, in- 
dustry, and self-respect.” 
~ 
Henry Forp II “Under favorable conditions (whatever they may be) 
President, Ford Motor Company. men can do substantially more, and get a far greater kick 
out of doing it, than under unfavorable conditions. The 
result is not only increased production by the individual, 
and increased satisfaction for the individual, but a higher 
standard of living for everybody.” 
* 
P. Harvey MippLeton “If the railway industry, so essential to our national 
President, Railway Business security and prosperity, is so burdened that it can no 
Association. longer pay its way, no longer has any credit with the 
investment public, and as a result suffers deterioration, 
then we may look for its eventual disintegration as a 
privately owned and privately operated enterprise.” 
* 
VANNEVAR BUSH “At the root of all our need is urgent demand for the 
President, Carnegie Institution understanding that creates and maintains wise, stable 
of Washington. government among men, and so enables the marshaling 
of resources through saving and enterprise for the crea- 
tion of new and better conditions, and spreads intelligence | 
in their use. If we can acquire understanding we need 
have no fear.” 22 
Tan 
* por 
(ge 
Rosert I, Gannon, S.J. “In a dozen different ways, Washington is moving in cia 
President emeritus, Fordham on us. Some of its advances are inevitable and beneficent. vid 
University. We all admit that in today’s world some planning is most 
certainly a proper activity of the Federal government, but 
the people should be made to realize that a point can be 
reached in planning where they begin to surrender their “a 
essential liberties.” po 
fid 
- va 
In 
JosepH E. Pocue “The savings of the investing public are being siphoned he 
Vice president, The Chase National off by high income taxes and the cost of living ; our equity 
Bank of the City of New York. markets are also handicapped by excessive regulations. 
In addition, our banking institutions have not yet devised 
means for attracting the savings of those groups whose 
incomes have increased, who are not heavily burdened by 
income taxes, and who heretofore have not invested in 
American enterprises.” 





AUG. 4, 1949 








August 4, 1949 





Public Utilities Fortnightly 





Choose from America’s 


the job. International builds America’s 

most complete line of trucks. It offers 
22 basic models, 1,000 truck combinations 
ranging in GVW from 4,400 to 90,000 
pounds. It also offers 13 truck engines 
(gasoline, diesel, butane) as well as spe- 
cialized units and parts, to satisfy indi- 
vidual hauling requirements. 


| International Trucks are specialized for 


Trucks lead in heavy-duty sales. The 

country’s most exacting truck buyers 
are the men who buy trucks of 16,001 
pounds GVW and over. Their vote of con- 
fidence in Internationals is based on truck 
value —the same value found in every 
International Truck... light, medium, and 


2 For the 17th straight year International 


for these 4 reasons 


More than half of all International 

Trucks ever built—in 42 years—are still 

at work. International has been build- 
ing rugged trucks uncompromised by pas- 
senger car design since 1907. International 
Trucks are built to last—and they do. 


America’s largest exclusive truck serv- 

ice organization—4,700 Dealers and 170 
Company-owned Branches. Precision-engi- 
neered parts, factory-rebuilt exchange units, 
and factory-trained mechanics are as close 
as your phone. For the truck to solve your 
hauling problems, see your International 
Truck Dealer or Branch. 


4 International Trucks are backed by 









heavy-duty. KH International Harvester Builds McCormick Farm Equipment and Farmall 


Tractors... Motor Trucks... Industrial Power... Refrigerators and Freezers 





INTE RNATIONAL“¥ TRUCKS 


INTERNATIONAL HARVESTER COMPANY + CHICAGO 
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RECORD OUTPUT 
FOR GRAND COULEE USING 


NEWPORT NEWS TURBINES 


> papgge 1948 the nine generating units in the west power house at 
Grand Coulee in the state of Washington produced 8,415,000,000 
K.W.H. 
Each generator was driven by a 150,000 horsepower hydraulic turbine 
built by Newport News. 
Nine similar turbines, but of 165,000 horsepower capacity are now being 
built for the east power house. 


WRITE FOR BOOKLET 
ON “WATER POWER 
EQUIPMENT" 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK CO. 


NEWPORT NEWS, VIRGINIA 
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One of its many exclusive features is the famous 
MANCHESTER POSITIVE PLATES with their 
unique lead button construction. The buttons— 
rolled strips of corrugated soft lead—are pressed 
into holes of the lead-antimony grid. Forming 
action expands the buttons and locks them se- 
curely in place. Only a comparatively small por- 
tion of the total lead is formed initially into 
active material .. . the balance is available for 
gradual conversion in service. 


THE PERMANIZED NEGATIVE PLATES are 
constructed of a lead-antimony grid, or frame- 
work, with a series of vertical ribs connected by 
short horizontal bars. Bars are flush with plate 
surface... extend only part way through the 
plate... are staggered on opposite sides. The 
active material . . . sponge lead . . . is formed of 


Public Utilities Fortnightly 


LW LOM battery 


for dependable CENTRAL STATION SERVICE 


“Exide” and “‘Permanized™ Reg. Trade-Marks U.S. Pat.{Og. 


vertical strips or ribbons that extend from top to 
bottom of the plate between the vertical ribs and 
is locked in place by the horizontal bars. 


The new EXIDE-MANCHEX BATTERY has a 
high, 1 minute rating. It will provide up to 100% 
more capacity in the same given space. 

LONG LIFE...LOW MAINTENANCE COST...IMPROVED 
ELECTRICAL CHARACTERISTICS... INCREASED POWER 
(watt) OUTPUT PER UNIT OF SPACE... LESS WEIGHT PER 
AMPERE HOUR OUTPUT... ATTRACTIVE INSTALLATION 


> 


BATTERIES 


1888 — Dependable Batteries for 61 Years — 1949 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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Doors Feature 25-Point Fire Safet 


Extra safety and efficiency are assured at every 
point of construction in “Akbar” Steel Rolling 
Fire Doors, product of the Kinnear Manufac- 
turing Company, Columbus 16, Ohio. 

Labeled by Underwriters’ Laboratories, Inc., 
these automatic fire doors cut off drafts, block 
the spread of flames, confine losses to smaller 
areas. A starting spring assures quick, posi- 
tive action when fire threatens. Another de- 
vice controls their downward speed, for the 


THE KINNEAR MANUFACTURING CO. 


FACTORIES: 
2060-80 Fields Ave., Columbus 16, Ohio 
1742 Yosemite Ave., San Francisco 24, Calif. 


OFFICES AND AGENTS IN 
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KINNEAR 


PRINCIPAL 
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safety of people passing underneath. Also, th 
may be opened after automatic closure, { 
emergency exit. The doors remain coiled oy 
of the way overhead when not in use. 
Equipped for regular, daily service use, th 
doors may even be motor operated, if desire 
Built to fit any opening, in old or new bu 
ings. Write for details on 25 safety and ef 
ciency features of Kinnear “Akbar” Steel Rol 
ing Fire Doors. 
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SOME ADVANTAGES @ Range of 10 Digging 
OF THE B-G DITCHER Speeds 
@ Tractor Type Pneumatic 
@ 15 m.p.h. Road Speed Tires 


@ Vertical Boom 

@ Automatic Overload 
Release 

@ Hydraulic Boom Control 
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@ All-Weather Traction 
@ Hydraulic Brakes 

@ Automotive Steering 

@ Year-round Operation 


Model 705 ROAD SPEED 15 M.P.H. 


H...'s the machine that’s been sorely needed in 
scattered service trenching . . . it’s the B-G Runabout 
Ditcher, driven from job to job by its operator at 15 
m.p.h. Cutting 5%.” wide and down to 4’ deep, the 
Runabout offers ten cutting speeds for most efficiently 
meeting the local conditions. It has proved its ability 
to cut through such difficult materials as frozen ground 
and bituminous pavement. 

Mounted on pneumatic tires, this Ditcher is easy on 
walks and lawns, making it ideal for house connections. 
Simply raising the boom makes it ready for travel. 


ne veg 





Requiring no trailer, the Runabout is a completely one- 
man machine, establishing a new dard of ec y 
in ditching for gas, telephone, water and power lines. 
It is ready for work at the next job upon arrival. No 
unloading, no adjustments, no conversion parts. De- 

d for simple operation and easy servicing, the 











B- G 705 Ditcher uses IHC-1-6 Tractor Components. For 
complete information about this and other B-G Ditchers, 
see your Barber-Greene Representative or write, Barber- 
1004 


Greene Company, Aurora, Illinois. 
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for every well-informed 
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Published quarterly, this profes- 
sional journal concerns itself 
with the important financial 
problems confronting our major 
industries. Your organization 
should have it available 
for ready reference 


Subscription Price — $4 per Year 
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{ American Institute of Electrical Engineers, Pacific general meeting, San Francisco, Cal., 
Aug. 23-26, 1949. 





F 


{ American Federation of Radio Artists will hold annual convention, San Francisco, Cal., 
Aug. 25-28, 1949. 
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q Fifth gee Pacific electronics exhibit will be ‘held, San Francisco, Cal., Aug. 30-Sept. 


, 








§ American Bar Association will hold annual convention, St. Louis, Mo., Sept. 5-9,1949. 





{ National Association of Railroad and Utilities Commissioners begins annual con- 
vention, Cleveland, Ohio, 1949. 





9 American Were, Works Association, New York Section, will hold annual meeting, 
Cooperstown, N. Y., Sept. 6, 7, 1949. 





1 4 W So 83 a4 Association will hold midwest gas school and conference, Ames, Iowa, 
ept. 6 








q Rocky Mountain Electrical League will hold fall convention, Estes Park, Colo., Sept. 
11-14, 1949. 








§ National Butane-Propane Association will hold annual meeting, St. Louis, Mo., Sept. 
19-21, 1949. 








{ Michigan Independent Telephone Association will hold annual convention, Lansing, 
Mich., Sept. 22, 23, 1949. 
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9 American Water Works Association, Missouri Section, will hold annual meeting, 
Joplin, Mo., Sept. 25-27, 1949. 
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{ National Electronics Conference will be held Chicago, Iil., Sept. 26-28, 1949. 
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{ Association of American Railroads, Communications Section, will hold annual ¢ 
convention, Portsmouth, N. H., Sept. 27-29, 1949. x 








{ Indiana Electric Association will hold annual convention, French Lick Springs, Ind., 
Sept. 28-30, 1949. 




















133 

















Trackless Trolley Keeps the Power Load 


Modern vehicle passing Emory University, Atlanta, Georgia 
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In Indiana They Train 
Them Young 


It’s a young man’s world; but ts the utility industry getting its fair 
share of the crop? The present aging leadership of the industry is a 
danger signal which points to the need for a positive and intelligent 
program to cultivate, train, and stimulate the industry's younger men 
in their hopes and ambition to become able leaders of tomorrow. Here 
is the story of how the electric industry in one state, and one company 
in particular, has developed an enthusiastic group of younger employees 
who are systematically training themselves, making the industry's prob- 
lems their own, and otherwise preparing to become the leaders of 
tomorrow. It suggests a pattern for similar action which might well be 





followed in every other state in the Union. 


By FRANCIS X 


T was during the recent war that 

several farseeing executives of the 

electric utility industry began to 
show some concern about the relative 
attractiveness of employment in the 
dectric utility business as compared 
with other industrial lines. It was easy 
to understand their anxiety at that 
time. Most of the younger men were 
away in the service. Competent help 


*Managing editor, Pustic Utiities Fort- 
NIGHTLY. 
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was hard to get at all levels of the busi- 
ness. Some of the older executives, 
still on the job, ‘were showing the 
strain. 

Several executives, during the pe- 
riod, honestly confessed to this writer 
their worry over where the industry 
was going to get its “leadership for 
tomorrow.” Tom Walker, then presi- 
dent of the National Council of Elec- 
tric Operating Companies, recalled how 
different the atmosphere was after 
AUG. 4, 1949 
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World War I as compared with World 
War II as far as the industry’s ability 
to attract and hold the best of the young 
crop of willing workers, Electrical 
World said editorially in its issue of 
February 13, 1943: 


The glamour that once surrounded 
electric power has now been replaced 
by youth on airplanes or electronics or 
some other new industry. They offer 
new and vast opportunities. Those 
alert and imaginative brains are needed 
in the utility business, but security of 
employment is too tame a lure when 
initiative is on the prowl. 


This is not to take issue with the 
general tenor of this editorial, which 
seemed both competently conceived 
and soundly developed. But is it strictly 
true that the “glamour” once surround- 
ing electric power has gone? We would 
not like to think so. For once an in- 
dustry loses its challenge for youth, it 
has itself reached the age of maturity. 


| res experience with the gas indus- 
try and the common carriers indi- 
cates the danger of quick decisions on 
the subject of whether or not an in- 
dustry is “through,” or a “has been.” 
When the electric light bulb came into 
general use around the turn of the cen- 
tury, the gas industry, then largely 
dependent upon illuminating business, 
was written off by many experts as a 
static if not a moribund enterprise. But 
the gas industry went out and found 
other ways to use gas and now it is big- 
ger and better than ever. The public 
calling of common carrier transporta- 
tion has endured one change after an- 
other since the camel-pack trails of 
biblical times. 

Nobody is suggesting, of course, 
that the electric power industry has 
reached its peak of production, or any- 
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where near it, But what about the 
“glamour”? It is probably true that 
the small boy who used to stand at the 
depot and stare bug-eyed at a panting 
locomotive can now be found at the air- 
port thrilling to the sight of a transport 
plane warming up. By the same token, 
the boy who used to fiddle with storage 
batteries and monkey with radios, now 
has his attention challenged by the 
promising marvels of television and a 
myriad of electronic improvements. 

But back of all these promises of the 
future is the electric power central sta- 
tion supply. 

As television comes into popular use 
it is powered by electricity and largely 
transmitted by telephonic art. No mat- 
ter how many and how intricate elec- 
tronic improvements may be, the story 
will be the same—central station serv- 
ice. It is truly the handmaid of all 
progress. 

Viewed in this light, the “glamour” 
has not departed from the electric 


‘power industry. It remains for utility 


men to stake their claims in these new 
fields of endeavor, It remains for them 
to win recognition of the fact that elec- 
tric art is fundamentally the be-all and 
end-all of the wildest dreams which 
the Sunday supplement writers can 
feature to capture the imagination of 
young America. The glamour is still 
there and it will remain there. What 
is needed is a little nail polish and mani- 
curing, so to speak, to bring out the 
industry’s luster. Youth may fail to 
recognize the industry’s possibilities if 
steps are not taken to make the indus- 
try attractive to the younger men. 


As from this consideration of the 
industry’s psychological appeal 
for young men, it is a plain fact that 
136 
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the industry is getting old at the execu- 
tive and subexecutive staff levels. With 
the volume of business expanding, this 
problem of enlarging staffs all the way 
up to the top executive level is compli- 
cated by the higher-than-average age 
of electric utility executives. F. E. 
Verdin, director of personnel of the 
Cleveland Electric Illuminating Com- 
pany, stated in the June 9, 1949, issue 
of Pustic UTILitT1Es ForTNIGHTLY, 
that the average age of top utility ex- 
ecutives “is close to sixty, with 85 per 
cent of them being fifty or older. There- 
fore the retirement rate will be rapid 
over the next fifteen years.” Hence, the 
need for speeding up any program for 
upgrading many employees who are 
now below the executive level. 


The Indiana Plan 
lh’ this is by way of prelude to a 


description of a systematic pro- 
gram which was conceived and put into 
action some time before World War II 
even broke out. It was in the spring of 
1937 that three young representatives 
of the Indianapolis Power & Light 
Company were returning from attend- 
ance at a conference of the junior 
chamber of commerce. 

The three young men were George 
F, Switzer, Ralph W. Husted, and EI- 
mer L, Gates. Their discussion turned 
on the possibility of adapting the young 
men’s conference idea to the electric 
utility industry on a regional basis. 


They were agreed a more intensified 
community of interest between those 
working in the same industry, and even 
in the same area or company, would 
make such a conference productive of 
truly profitable and down-to-earth 
“shop talk.”” When they got back to 
Indianapolis several other young men 
were enlisted and a proposed organiza- 
tion was blocked out. They made note 
of their plans to Wallace O. Lee, vice 
president in charge of personnel and 
public relations, and he took up the 
matter with the president of the com- 
pany, H. T. Pritchard. 

Pritchard was immediately im- 
pressed with the possibilities, and sug- 
gested that it be worked out by the In- 
diana Electric Association—a state- 
wide industry group. As a director in 
that association, he offered to bring it 
up at the next meeting of the board. 
There followed the submission of a 
program for the organization of all 
Indiana electric utility men under 
thirty-five years of age. 

The upshot of this meeting by the 
board of the Indiana Electric Associa- 
tion was an agreement to consider ways 
and means for forming an organiza- 
tion of younger men. Tom C, Polk, the 
secretary-treasurer of the Indiana As- 
sociation, got together with the Indian- 
apolis group and mapped out a special 
meeting for delegates under thirty-five 
years of age attending the Indiana 
Association convention in 1937, 


z 


the turn of the century, the gas industry, then largely de- 


q “WHEN the electric light bulb came into general use around 


pendent upon illuminating business, was written off by many 
experts as a static if not a moribund enterprise. But the gas 
industry went out and found other ways to use gas and now 
it is bigger and better than ever.” 
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This meeting was held at French 
Lick Springs hotel on October 22, 
1937. In addition to the representatives 
of the Indianapolis Power & Light 
Company, it included twenty-three 
representatives of other Indiana utili- 
ties. It was more or less of an organ- 
ization meeting. George F. Switzer 
was appointed temporary secretary and 
a committee was selected to prepare 
plans for a new statewide group to be 
known as the Young Men’s Utility 
Conference. 


ae the encouragement of Presi- 
dent Pritchard and Vice Presi- 
dent Lee of the Indianapolis Power & 
Light Company, this planning commit- 
tee made such headway that on March 
14, 1938, Mr. Polk was able to an- 
nounce that the first Young Men’s 
Utility Conference meeting would be 
held in Indianapolis on April 8th of 
that same year. Ipalco Hall, a recrea- 
tion center for employees of the In- 
dianapolis Power & Light Company, 
was obtained for a meeting and 243 
were in attendance. 

The stated purpose of the organiza- 
tion was “to acquaint young men with 
the nature and problems of the elec- 
tric utility business.” It was tentatively 
decided to invite all male employees un- 
der thirty-five years of age to a dinner 
meeting at which officers were to be 
elected and other details worked out. 

Nine conferences for the young men 
of the Indiana Electric Association 
have been held, starting in 1938 
through 1949. There was a gap of 
three years, during the war, when many 
of the younger employees were in mili- 
tary service and traveling to such meet- 
ings was difficult. All conferences have 
been held in Indianapolis because of its 
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central location. The total attendance 
has ranged from 240 to 300 at each 
conference. 

In a general way, these conferences 
have a 3-point objective: 

1, Public Service. The young men 
learn by practice the traditions of their 
public service calling and their re 
sponsibilities to the public, 

2. Education. The individual mem. 
bers increased their knowledge of the 
electric utility industry in an over-all 
way—that is, in addition to the every- 
day requirements of their own particu- 
lar jobs. 

3. Promotion. The individual mem- 
bers are given a special opportunity 
to express their own ideas, demonstrate 
their own initiative and resourceful- 
ness, and become acquainted with other 
young employees, as well as utility offi- 
cials and important visiting person- 
ages. 

In line with this 3-point objective, 
the conference programs have been 
keyed to a special appeal for the young- 
er employee. They have been designed 
to increase the young men’s knowledge 
of the industry as a whole. They have 
tried to stimulate pride in the industry 
by demonstrating its accomplishments 
and objectives. They have tried to 
stimulate suggestions of practical value 
for everyday operation. 


B encouraging “shop talk” among 
the young men of different com- 
panies, especially in comparing their 
experiences, these sessions have un- 
doubtedly given many of the younger 
men a better understanding of their 
own routine jobs. Well-qualified speak- 
ers have attended these conference 
meetings and they have, without ex- 
ception, been impressed by the alert 
response from these junior audiences. 
This has been especially marked dur- 





IN INDIANA THEY TRAIN THEM YOUNG 





Every Young Male Employee Gets a Letter Like This 
In the Indianapolis Power & Light Company 


October 20, 1948 


7; All Members of the Ipalco Young Men’s Forum: 

In accordance with the constitution of the Ipalco Young Men’s 
Forum, the active membership is to include “all male employees of the 
Indianapolis Power & Light Company and subsidiaries, thirty-five years 
of age or under at the beginning of fiscal year, April 30...” 

Since you are eligible under the above provision, enclosed is your 
membership card certifying your eligibility and membership. 

We are proud of this organization and its past record, attained by the 
hard work and wholehearted support of our predecessors. The continued 
success of the forum depends upon your support of the numerous activi- 
ties sponsored by the forum and we will be grateful for your continued 


codperation. 


Sincerely yours, 
IpaALco YouNG MEN’s Forum CoUNCIL 


Enclosure: 
Membership Card. 


JOHN H. SMALE, President 


L. J. BADOLLET, Adviser 





ing the question periods and general 
discussions of speeches which have 
been a feature of the programs. 

These conference speakers have in- 
cluded P. L. Smith, president of the 
National Association of Electric Com- 
panies; Ed Dunning, director of 
ECAP; Colonel H. S, Bennion, man- 
aging director of Edison Electric In- 
stitute; Edwin Vennard, vice president 
of Middle West Service Corporation ; 
Dr. G. Edward Pendray, public rela- 
tions consultant of American Gas & 
Electric Service Corporation; Frank 
M. Wilkes, president of Southwestern 
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Gas & Electric Company; Ashton B. 
Collins, head of Reddy Kilowatt Serv- 
ice; Sam Williams, then editor of Elec- 
trical World; C. W. Leihy, executive 
vice president of Electrical Publica- 
tions, Inc.; LeRoy E. Yoder, former 
chairman of the public service com- 
While “outside speakers” (meaning 
anybody over thirty-five years of age) 
have been welcomed and heard with 
interest and profit, much emphasis has 
been placed upon the young men’s own 
contributions. After all, it is their con- 
ference and it is their program. They 
mission of Indiana. 
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can make what they will of it. A large 
share (about 50 per cent) of each con- 
ference program has usually been given 
by the young men themselves. In this 
way, they have gained valuable experi- 
ence in preparing papers and public 
speaking. 

There is probably not a single execu- 
tive who reads these lines who will not 
agree that such experience will stand 
these young men in good stead as they 
go on to higher posts in the utility busi- 
ness. How much of the modern execu- 
tive’s time is taken up with preparation 
of reports, memoranda, and statements, 
for management, stockholders, public 
officials, legislative committees, union 
negotiations, and general public ap- 
pearances ? 


’ I ‘HE work of arranging all the de- 


tails of the conferences has been 
assigned to committees of young men 
representing the various Indiana com- 
panies, This has all been done under 
the general guidance of the Indiana 
Electric Association. Here again the 
young men have been given useful ex- 
perience through rubbing elbows with 
one another, and expounding their own 
views in the free and unrestrained man- 
ner that only such informal association 
can bring. 

They are able to talk and visit with 
colleagues and officials of other compa- 
nies, as well as their own companies, 
under circumstances which probably 
would not become available to them in 
any other way, except through just 
such a “get-together” type of organ- 
ization. 

The Young Men’s Conference also 
has been a practical testing ground to 
determine the caliber of the young 
men. By the same token it has given 


the really ambitious young man a 
greater incentive to do outstanding 
work for his own company. He wants 
to be among those selected from his 
company to attend the conference. 

Naturally, only a portion of the 
younger personnel of each company can 
be sent to the conference. The privilege 
of attending, with expenses paid, is 
usually given to those who have very 
good records or show promise of fu- 
ture development, In this way, the hope 
of being selected to attend the confer- 
ence helps to induce extra employee ef- 
fort during the year. 


The Ipalco Young Men’s Forum 


Wwe has been said about the In- 
diana Young Men’s Conference 
must be considered in the light of a 
most important twin organization. It 
is a supplementary young men’s group 
which functions within the particular 
company—in this case the Indianapolis 
Power & Light Company. For obvious 
reasons, the statewide organization— 
Young Men’s Conference—is limited, 
in its general operation, to an annual 
meeting. In this, it resembles the state- 
wide parent organization—the Indiana 
Electric Association. Its officers and 
committees may continue to operate 
during the year. But the big thing for 
the general membership is the annual 
convention and program. 

The intracompany organization, on 
the other hand, functions all year 
round, In the case of the Indianapolis 
Company it has taken the name and 
style of Ipalco Young Men’s Forum. 
Here, in a brief way, is a description 
of its structural organization: 

1, Membership in the forum is open, 


without dues, to all male employees of 
Indianapolis Power & Light Company. 
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They don’t have to go through any for- 
mal application and acceptance proce- 
dure. Mere employment by the com- 
pany automatically qualifies them for 
membership. But whether they want 
to participate actively in the work of 
the forum is up to the individual em- 
ployee. 

2. There are two classes of mem- 
bers. The active members, who can be 
no more than thirty-five years of age 
as of April 30th in any given year, and 
associate members, who have passed 
their thirty-fifth birthday as of April 
30th. Associate members cannot vote 
or hold office, but they have all the 
privileges of the organization. 

3. The active members elect an ex- 
ecutive council, which is the governing 
body of the forum. Each of the twelve 
council members is elected annually by 
the employees of the particular com- 
pany division which he represents. 
These divisions are distributed as fol- 
lows: One for each of the company’s 
five power plants and one each from 
accounting department, sales depart- 
ment, general office building, operat- 
ing department, engineering depart- 
ment, overhead lines division, and the 
outside operating center. 

4. Officers of the forum are elected 
by these twelve council members and 
consist of a president, vice president, 
and secretary-treasurer, and they must 
be active members. Election is for one 
year and the custom is to rotate the 
officers among the different divisions 
represented. 

5. Liaison with the company man- 
agement is accomplished through the 
forum adviser, In the Ipalco group 
this is L. J. Badollet, assistant director 
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of personnel and public relations of the 
company. 

6. Except by direct request or 
through the forum adviser, the com- 
pany management keeps hands off the 
Young Men’s Forum. This feature of 
independence has been stressed by 
company President H. T. Pritchard, 
who has shown a keen appreciation of 
the fact that these young men will 
“make the company’s problems their 
own,” to the extent they are encouraged 
to engage in independent thinking and 
discussion about them, Thus, while the 
company lends its assistance and co- 
Operation to the Young Men’s Forum 
(upon the latter’s request) and follows 
its activities with understandably keen 
interest, there is studied effort to let the 
young men work out their own de- 
cisions, come to their own conclusions, 
and otherwise demonstrate initiative 
and independence in all their activities. 


: ‘us last-named point is perhaps 


the most unique feature of the 


Ipalco Young Men’s Forum. Doubtless 
there are other voluntary employee edu- 
cational groups sponsored by utility 


companies 


throughout the United 


States. Some of them may even stress 
the importance of the younger element. 
But in nearly all such cases, with which 
this writer is familiar, company man- 
agement has assumed leadership as a 
matter of course, and company officials 
have directed and assisted if not con- 
trolled such employee educational pro- 
grams. 


e 


Pritchard saw from the outset that 


“It is probably true that the small boy who used to stand 
at the depot and stare bug-eyed at a panting locomotive 
can now be found at the airport thrilling to the sight of a 


transport plane warming up. By the same token, the boy who 
used to. fiddle with storage batteries and monkey with radios, 
now has his attention challenged by the promising marvels 
of television and a myriad of electronic improvements.” 
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the young men would have a tendency 
to be shy or disinterested, if company 
officials took a predominant part in 
their programs, in the form of guid- 
ance or supervisory controls. He saw 
that, however well meaning and com- 
petent such company guidance might 
be, it would nevertheless have a tend- 
ency to impress the young men as 
some form of company-directed “in- 
doctrination.”’ 

“They have to make these decisions 
for themselves, and participate in the 
discussions themselves,” Pritchard re- 
peated, ““They even have to make mis- 
takes occasionally ; sometimes I think 
such mistakes are just as valuable and 
important as the considerable number 
of successful ventures which our 
Young Men’s Forum has achieved.” 

And that is the spirit in which these 
meetings are often conducted. The old- 
er members purposely refrain from in- 
terference or supervision, even when 
some of the discussions occasionally 
tend to bring smiles of amusement to 
Forum Adviser Badollet. “After all,” 
he agrees, “they have got to kick these 
things around among themselves, in 
order to make the problems their own.” 

Of course, company officials do ap- 
pear as speakers at these forum meet- 
ings, from President Pritchard through 
various other company officials and de- 
partment heads. But they always ap- 
pear by request, and generally because 
they are believed best able to discuss the 
subject matter assigned for the meet- 


ing. 


Young Men’s Forum Programs 


UST as in the case of the Young 
Men’s Conference, but in a more 
detailed manner, the primary purpose 
of the Young Men’s Forum is to help 
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the young men to acquire useful knowl- 
edge about their own jobs, about other 
jobs, and about the company’s over-all 
responsibilities to the public. 

The forum first organized a series of 
educational meetings, These were held 
in the general office building of the In- 
dianapolis Power & Light Company 
or in the employee recreation center, 
Ipalco Hall. Attendance was voluntary 
and, of course, “out of hours.” 

Each of these meetings was devoted 
to a discussion of some important 
phase of company operation: power 
production ; transmission and distribu- 
tion; research; rates; accounting; ad- 
vertising ; construction ; and financing. 
After the company officer or depart- 
ment head more familiar with the as- 
signed subject gave a descriptive talk, 
it was followed by a question-and-an- 
swer period. Active forum members 
arranged and presided over these meet- 
ings. 

Following the first few meetings, it 
was found that inspection of the plant 
would be helpful. This led to a series 
of “open house’ programs, arranged 
by the forum at power plants and at its 
general offices and other centers. Dur- 
ing the war these forum programs were 
discontinued because of security re- 
strictions, Now they have been re- 
sumed in order to give employees and 
their families a better understanding 
of the company’s operations. 

One program consisted of a drama- 
tization of the complex work of the 
meter and relay department. This pro- 
gram was developed entirely by the 
Young Men’s Forum members and 
acted on the stage of Ipalco Hall. Near- 
ly one thousand persons attended. 

The educational work of the forum 
has been carried to the point of spe- 
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Central Station Service 


CC As television comes into popular use it is powered by electricity 

and largely transmitted by telephonic art. No matter how 

many and how intricate electronic improvements may be, the story 

will be the same—central station Service, It is truly the handmard 
of all progress.” 





cialization. The forum has helped to 
arrange a number of night-class studies 
for employees. Subjects on which in- 
struction was desired were decided on 
the basis of circulated questionnaires. 
One of the most enthusiastic classes is 
a course in public speaking, which is 
proving helpful as well as popular with 
the younger employees, The forum as- 
sisted in the distribution of booklets 
and other printed matter of timely in- 
terest to employees. Some members 
have taken particular interest in com- 
bating communistic propaganda. 


| special activities, the wartime 
period created additional oppor- 
tunities for the forum to demonstrate 
its usefulness. One was the sponsor- 
ship of a sustained company-wide cam- 
paign to obtain employee contributions 
to the Red Cross blood bank. The other 
was the salvaging of brass and nickel, 
from discarded lamp bulbs, for war 
production. This salvage project, 
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started for employees, was expanded 
throughout Indianapolis. Besides the 
large amount of metal provided for the 
war effort, a substantial amount of 
money was realized for the USO. 

Since the war, realizing that there 
are many new employees who should be 
well informed about the company, the 
forum has renewed its educational ef- 
forts, It has conducted an all-employee 
essay contest on the subject of “Ipalco 
Spirit” to make the personnel fully 
aware of the company’s objectives and 
responsibilities. Some of the members’ 
papers have proved of sufficient merit 
to warrant publication in the trade 
press." 

The forum also has been active in 
promoting interdepartment athletics 
for employees, and in boosting em- 
ployee recreational and social events, 
such as Ipalco club meetings, to develop 


1 One member’s article, “Employee Informa- 
tion and Education,” by Gerald S. Dailey, ap- 
peared in the Edison Electric Institute Bulletin, 
August, 1947. 
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fellowship among company employees. 

Ipalco Young Men’s Forum was 
formed shortly after the statewide 
Young Men’s Conference. Its perma- 
nent organization was adopted at a din- 
ner meeting in the company’s office 
building on June 15, 1939. Later that 
year, a “key men” group was formed, 
at a dinner meeting of various depart- 
ment representatives. These “key men” 
are appointed—one or more in each 
division of the company—by the forum 
council, They help handle details of 
educational programs, starting with 
the distribution of questionnaires to 
ascertain employees’ desires as to study 
classes. 

Boiling this entirely Young Men’s 
Forum idea down to its basic objec- 
tive, it might be described as follows: 
The Young Men’s Forum provides a 
2-way opportunity (a) for the younger 
men, on one hand, to demonstrate their 
initiative and ability and ambition to 
succeed in their careers; (b) for the 
company management, on the other 
hand, to observe, unofficially of course, 
these younger men who do give such 
demonstration of initiative, ability, etc. 


I‘ other words, there is no reason for 
any ambitious young man in this 
company’s employment to hide his light 
under a bushel or to complain about 
being frustrated for lack of recogni- 
tion. 

The door is wide open to him to 
take an active part in the Young Men’s 
Forum activities. The more active he 
becomes, and the better he acquits him- 
self, the more he is likely to be noticed. 
Of course, in the process of working 
up these programs, planning, and ex- 
ecuting variously delegated tasks, he 
will naturally become better informed 
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about his job, and his fellow workers, 
and what the company is supposed to 
be accomplishing. 

No amount of formal instruction— 
simply given as instruction—could sub- 
stitute for the active interest of such 
voluntary participation on the part of 
the young men themselves. The brain- 
iest teachers in the world, the finest 
speakers in the world, could be im- 
ported to Indianapolis for company- 
sponsored programs of the formal “lec- 
turing” type. The chances are. that 
many a young man, compelled by order 
or custom to attend such spoon-fed 
classroom exercises, would politely 
doze through the proceedings simply 
because they were supposed to be good 
for him. It is the same psychological 
approach of selling a youngster on the 
virtue of eating spinach, because it is 
“for his own good.” 

But when a young man has been as- 
signed the duty of writing a paper on 
a certain subject, and when he knows 
one of his best friends is waiting to tear 
it to pieces during the question hour, it 
naturally strikes a responsive cord of 
self-justification in any human breast. 
This is the spirit of active group par- 
ticipation which President Pritchard 
had in mind when he spoke of the 
young men “making the problems their 
own.” 

How are the Indianapolis employees 
responding? A fair answer must be 
that the response has been quite en- 
thusiastic. The young men carry in 
their wallets the membership card 
which is their personal credential. 
Forum meetings have comprised the 
“cream of the crop” of the young men. 
It has paid real dividends too. A glance 
over the company’s roster of officials 
and department and division heads 
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shows no less than twenty-eight as 
former active members of Ipalco 
Young Men’s Forum, These include 
two vice presidents and the company’s 
secretary, assistant treasurer, and 
assistant secretary. 

There is real rivalry for the certifi- 
cate of proficiency awarded by the 
Young Men’s Forum upon the comple- 
tion of any of the forum’s courses. 
This is in the nature of a diploma and 
is countersigned by the company’s offi- 
cers. 


Ipalco Only the First Chapter? 


HE question naturally arises 
whether other utility companies, 
or for that matter other industrial or- 
ganizations, could follow the pattern 
of the Indiana plan. The answer is 
clearly in the affirmative. A good many 
gas, electric, telephone, and transporta- 
tion companies which are not getting 
the desired results from their employee 
educational programs, might well con- 
sider this systematic program for build- 
ing a healthy “second growth” of 
leadership for future years, 
But two essential features of the 
Indiana plan are well worth mention- 


ing again, in this connection: First, 
there is the supplementary function 
performed by the double organization 
of a statewide Young Men’s Confer- 
ence and the intracompany Young 
Men’s Forum. Each dovetails with the 
other and the result is a stronger and 
more unified youth movement at both 
the industry and company levels. The 
second feature is, of course, that of in- 
dividual self-direction, which has been 
repeatedly stressed here. 

One further and somewhat senti- 
mental condition which the Indianap- 
olis sponsors of this program would 
like to see if other companies in other 
states decide on somewhat similar or- 
ganization : ‘““We would like,” said Mr. 
Pritchard smilingly, “to have our In- 
dianapolis group known as the Alpha 
chapter.” The inference that utility in- 
dustry might well consider such a “fta- 
ternity” movement among its young 
employees is a challenging suggestion 
—in the light of today’s urgent need 
for recruiting the most intelligent 
young employees who will give a good 
account of themselves when their time 
comes to pick up the torch of indus- 
trial leadership and responsibilities. 





¢ ‘oD the close of World War I it has become evident that 
the railroad industry has lost, and is still losing, almost 


every aspect of monopoly and is becoming a giant, beset by 
several lusty competitors which are not regulated in the same 
degree, tf at all, but which are in fact subsidized in various ways 
and for reasons, some good, and others doubtful. 

“The railroad industry finds itself not only hampered in its 
efforts to meet changed conditions and competition subsidized 
or otherwise, but in that acknowledged condition cannot attract 
the equity capital necessary to modernize and change fast 
enough to meet the situation.” 

—LAURENCE F. WHITTEMORE, 
President, New Haven Railroad 





145 AUG. 4, 1949 





The Subtle Drive for 
Socialized Electric Power 


If Federal control in this field should be achieved, 

it would, in the opinion of the author, lay the ground- 

' work for similar control from Washington of all 
industry. Some interesting side lights. 


By THE HonorasBLeE BEN F. JENSEN* 
UNITED STATES REPRESENTATIVE FROM IOWA, MEMBER 
OF THE HOUSE COMMITTEE ON APPROPRIATIONS 


r [i people of the United States 
lately have been learning a great 
deal about the conspiracy of the 

Communists to seize power in this na- 

tion. We have learned about those per- 

sons who are nominally Americans as 
well as the avowed agents of Soviet 

Russia who use so-called “Americans” 

as tools in their march of conquest. 

To a certain extent, also, the Ameri- 
can people have been made aware of the 
ambitious program of a large group of 
left-wingers and incipient Communists 
in various fields. They are working to 
federalize America by degrees, if not 
by a coup d’etat or by bloody revolu- 
tion. It is now clear to the physicians 
of our nation that collectivists in and 


*For personal note, see “Pages with the 
Editors.” 
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out of our government want to socialize 
medicine. It is apparent to men in the 
private building industry that some 
collectivists want to socialize construc- 
tion in large measure. It long has been 
obvious to many Americans, especially 
those of us who are in Congress and 
close to the scene, that there is likewise 
a program under way to federalize all 
municipal power plants, the Rural Elec- 
trification codperatives, and the pri- 
vate power companies of the nation. 
The objective of the persons in and 
out of the government who want to 
change things so drastically is labeled 
social progress. But it is a fair ques- 
tion whether their real aim is not con- 
trol. The lure of a “better life” for all 
is the usual approach, these days, to get 
the people to “bite” the hook. This hook 
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is controlled by a few men who, if the 
people ever bite hard enough, will have 
power over the destinies of our nation. 
If they can federalize electric power, 
they can also seize the reins of political 
ower. 

Those who are attempting to accom- 
plish the federalization of the electric 
power industry seek to substitute cen- 
tral control for local, district, company, 
or state control. Thus, there would be 
laid the groundwork for similar con- 
trol, from Washington, of all industry. 
As we now know well, from study of 
the novel farm aid programs, they also 
would like to control every farm in 
every county in the nation. 


Pye recently, even the Socialists saw 
the danger of this movement and 
issued a statement protesting the fed- 
eralization of electric power. 

“The Socialist party (USA) is a 
party of democratic Socialism and is 
alarmed at the present rapid trend to- 
ward collectivization without demo- 
cratic controls,” the northwest region 
division of the Southwestern Power 
Administration asserted. 

The Socialists further declared that 
a proposal of the present administra- 
tion to force a Columbia Valley Au- 
thority (or “Administration”) down 
the throats of the people should be de- 
feated because it “centralizes power in 
the President and three of his ap- 
pointees, thereby, in some measure, 
justifying the charge of opponents of 
Federal public power and regional 
planning that CVA will be a step in the 
direction of the authoritarian state.” 

It can be said on good authority that 
Washington planners are envisioning 
a $40 billion Federal power program. 
So far, as we well know, Uncle Sam 
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is in the power business to the extent 
of an investment of approximately $3 
billion. 

As a member of the Committee on 
Appropriations of the U. S. House of 
Representatives, I have been observing 
at firsthand for years the steady prog- 
ress of bureaucrats in the Federal gov- 
ernment who are working to increase 
the government’s power program, au- 
thority, and prerogatives, at the ex- 
pense of local municipal, local REA, 
local public utility district, and private- 
ly owned power company utilities. 


“_" ESE planners, working skillfully, 
couch their appeals and their de- 
mands in such a way as to make it 
seem that they are speaking for the 
people. Any opponent is attacked as a 
spokesman for the “interests,” or as a 
tool of the Capitalists, or as an enemy 
of the hopes and aspirations of the peo- 
ple. Since time immemorial, this tech- 
nique has been practiced, Alexander 
Hamilton wrote more than 175 years 
ago to this effect : 

“A dangerous ambition more often 
lurks behind the specious mask of zeal 
for the rights of the people than under 
the forbidding appearance of zeal for 
the firmness and efficiency of govern- 
ment. History will teach us that the 
former has been found a much more 
certain road to the introduction of 
despotism than the latter, and that of 
those men who have overturned the 
liberties of republics, the greatest num- 
ber have begun their career by paying 
an obsequious court to the people ; com- 
mencing demagogues, and ending ty- 
rants.” 

The most amazing fact, at least to 
me, is that the Federal planners, hav- 
ing, at most, a following of about one- 
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fourth of the voters of the United 
States, are able to make the showing 
they have made and are making. They 
obtain far more newspaper notice than 
their importance would seem to indi- 
cate. They are able to influence nu- 
merous Congressmen, from various 
sections of the country, although many 
of these Congressmen, some of them 
without realizing it, are working 
against the long-term interest of their 
own sections and states. 


HY is this true? Why are the 

Federal planners making such in- 
roads? It is because they have the se- 
curity and prestige of public office. 
They can think about methods of in- 
fluencing Congress and the public all 
day long, while on the Federal payroll. 
On the other hand, the average citizen, 
busy attending to his own family, his 
own business, church, lodge, or other 
matters that occupy his waking hours, 
gives very little time to thinking of how 
to counteract such a trend, He may not 
even be aware that it exists, or how his 
own interest is affected by it. That is 
why a few are able to impose their will 
upon the many. Yet I believe that a 
count of heads in any typical com- 
munity would show that the people are 
on the side of a private economy and 
not on the side of subtle Socialism. 


e 


My observations through the years 
in Congress and my investigations as 
head of an Appropriations Committee, 
while the 80th Congress was in session 
last year, have convinced me that the 
Bonneville Power Administration is 
one of the most aggressive “power 
grabbers” in the overwhelming Federal 
establishment. This agency is helping 
to convince millions of persons in the 
Northwest and in the Far West that 
Federal power is inevitable—that there 
is no use attempting to oppose the en- 
croachments of the bureaucrats. If this 
“inevitability” propaganda campaign 
continues to catch on, the private 
industry is going to lose out through- 
out the nation—not merely in the 
West. 


| geetor I delivered two speeches 
on the floor of Congress exposing 
the manner in which the BPA is work- 
ing to spread this virus of Federal 
power through the area in which the 
agency has some jurisdiction. Not 
many days later, a newspaper publisher 
from the Northwest was in Washing- 
ton and looked me up. 

“You are doing a wonderful job in 
airing this matter,” he said. “I certain- 
ly endorse what you have done.” 

But then his voice took on another 
tone, as he added: “However, it is no 


about one-fourth of the voters of the United States, are able 


q “. . . the Federal planners, having, at most, a following of 


to make the showing they have made and are making. They 
obtain far more newspaper notice than their importance 
would seem to indicate. They are able to influence numerous 
Congressmen, from various sections of the country, although 


many of these Congressmen . 


. . ave working against the 


long-term interest of their own sections and states.” 
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use. Federal power is destined to take 
us over out there.” 


So we perceive the fatalistic sugges- 
tion of “inevitability” at work! It is 
working like a charm for the Federal 
planners. We, on the opposing side, 
must spend our time showing the peo- 
ple that the triumph of totalitarianism 
over freedom is not inevitable. We have 
to offset that with the assurance that 
freedom is destined to win if we can 
hold our own and enlarge our economic 
bridgeheads in this country and 
throughout the world. 

I replied: 

“You may be surprised to know that 
I have received hundreds of telegrams 
and congratulatory letters from just 
plain citizens in every walk of life in 
the Bonneville area, and only one tele- 
gram of condemnation about the two 
speeches I made on the subject.” 

He found it hard to believe ; but that 
is a fact. I realize the plain, everyday, 
law-abiding, hard-working, sensible 
citizen of America does not want so- 
cialized medicine, socialized housing, 
socialized electric power, or, in fact, 
federalization or socialization of any 
part of our normal business economy. 
What this average citizen wants, 
whether he expresses it in these words 
or not, is for the Federal government 
to get out of business, stay out of busi- 
ness, and to attend to its own business. 
What is that? Among other things, the 
business of government is to serve as 
referee and umpire and regulator of 
businesses which could exploit the 
public, if left free from regulation. 


I" my two speeches, I referred to a 
report made to the House Commit- 
tee on Appropriations by Robert E. 
Lee, chief of the committee’s investi- 
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gating staff during the 1946-1948 pe- 
riod when the Republicans were in con- 
trol of Congress. Mr. Lee was not a 
Republican appointee. He had been 
employed by the committee in 1944, 
when it was under the control of the 
Democrats. Representative Clarence 
Cannon (Democrat, Missouri) was 
chairman. Mr. Lee went to the House 
Committee on Appropriations on loan 
from the Federal Bureau of Investiga- 
tion on the recommendations of J. 
Edgar Hoover, because of his success- 
ful record. 

The Lee Report on the BPA (as the 
agency is known in the alphabetical 
scramble in Washington) was not com- 
pleted until shortly before the national 
elections in November, 1948. It has 
never since been released by the Demo- 
cratic majority that took control of the 
committee, I decided to release it, be- 
cause I became convinced that it was 
the only possible way to arouse public 
interest in what I knew to be, in effect, 
a conspiracy against our economic sys- 
tem. The report is an objective ap- 
praisal of certain political activities of 
government employees. As such, it 
merits the attention of every citizen 
because of the great and growing 
power of this Federal agency. 


HE Bonneville Power Administra- 

tion was created by an act of Con- 
gress, approved August 20, 1937 (50 
Stat 731; 16 USC § 832), to market 
the power generated at the Bonneville 
dam on the Columbia river in Oregon 
and Washington. It is directed by stat- 
ute to encourage the widest possible 
use of electric energy generated at Fed- 
eral projects. By Executive Order of 
the President, issued pursuant to the 
act, the BPA was made the marketing 
AUG. 4, 1949 
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Bonneville Power Administration 


6¢ HE Bonneville Power Administration was created by an act of 
Congress, approved August 20, 1937 ... to market the power 

generated at the Bonneville dam on the Columbia river in Oregon and 

Washington. It is directed by statute to encourage the widest possible 
use of electric energy generated at Federal projects.” 





agency for the energy generated at the 
Grand Coulee dam on the Columbia 
river in Washington. By order of the 
Secretary of the Interior, BPA also has 
been designated as the marketing agen- 
cy for energy generated at the Hungry 
Horse dam on the South Fork of the 
Flathead river in western Montana, 
which, by order of Congress, it will 
contract and operate. 

In addition, the Rivers and Harbors 
Act of 1945 provides that power from 
such projects shall be marketed in ac- 
cordance with existing laws covering 
the disposition of power generated at 
the Bonneville dam. By order of the 
Secretary of the Interior, pursuant to 
the Flood Control Act of 1944, the 
Bonneville Power Administration 
since has been designated further as 
power marketing agency for energy 
generated at the Foster Creek dam to 
be constructed on the Columbia river 
and at Detroit dam and other dams to 
be constructed in the Willamette river 
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basin. The Bonneville and Grand 
Coulee dams are operated, respectively, 
by the U. S. Army Engineers and the 
Bureau of Reclamation. 


WER generated at the dams is sold 
by the BPA over a network of 
high-voltage transmission lines in Ore- 
gon, Washington, Idaho, and Mon- 
tana. Power generation projects now 
authorized or under construction and 
to be integrated into the Bonneville 
transmission system are capable of ex- 
pansion to an aggregate installed ca- 
pacity of 5,500,000 kilowatts. 
Bonneville Power Administration is 
only one of about twenty bureaus, di- 
visions, or subdivisions of the VU. S. 
Department of the Interior, which is, 
in some respects, the greatest absentee 
controller of power properties in North 
America today. Besides Bonneville 
Power Administration, the Depart- 
ment of the Interior of course controls 
the operation of the Bureau of Recla- 
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mation, the Southwestern Power Ad- 
ministration, and its own Bureau of 
Power. Its officials have made several 
attempts—and they never have given 
up hopes—of obtaining control of the 
Tennessee Valley Authority. 

The BPA, as may be seen by these 
facts, is not a small agency, buried in a 
cubbyhole. It has numerous employees 
and handles hundreds of millions of 
dollars in public funds. It can be an in- 
strument of great good to the Ameri- 
can people or an instrument of great 
harm to them. As it has been and is be- 
ing administered, there is no doubt in 
my mind but that the agency is work- 
ing subtly to gain control of all the 
electric power of the great Northwest, 
and, eventually, to collectivize the econ- 
omy of the whole region under a re- 
gional valley authority, 


. ] ‘HE over-all goal of the present ad- 


ministration at the national level 
may well turn out to be the same as the 
BPA aim on a regional scale. It is, 
gradually, to socialize the American 
economy so that we will have a kind 
of American state Socialism, operated 
on regional valley authorities. Theo- 
retically, or so it is said, this kind of 
Communism will work out differently 
from the way Communism has worked 
out elsewhere. Let us not be misled. Let 
us hope that we can keep the majority 
of the American people from being 
misled before it is too late. 

Those who are working for such a 
state in America (and many in the 
Federal government are doing so) are 
composed of two groups—(1) those 
who love power for its own sake; and 
(2) those who mistakenly believe that 
by socializing the nation they will make 
possible a better life for all our people. 
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We can sympathize with the misguided 
persons who believe they can make 
over America into a communistic state 
without bringing a new and vicious 
type of tyranny in the wake of such a 
development. But what can we say or 
feel about those who are working for 
political power for its own sake? In 
either case, Americans who realize that 
our free business system and our free 
political system are inextricably tied 
together should be working unceasing- 
ly to defeat the aims and ends of both 
groups. 


SE bow Lee Report is replete with in- 
stances of political activity on the 
part of Interior Department employees. 

For instance, one letter fished out of 
BPA files by Mr. Lee, and admittedly 
the work of Dr. Raver, BPA Adminis- 
trator, has the following revealing par- 
agraphs (the letter is dated July 15, 
1946, and is written to C. G. Davidson, 
Assistant Secretary of the Interior) : 

“. .. Loring, Henry Alderman, 
Frank Ward, and I have been working 
on the first step of our public power 
forces of the region around an agreed 
program of public ownership and pub- 
lic acquisition of private utility com- 
pany properties. As discussed with 
Cap (presumably Secretary of the In- 
terior J. A. Krug), it involves fitting 
municipal ownership program with 
REA development in the rural areas 
into an existing PUD plan and enlist- 
ing the support of the PUD’s in carry- 
ing it out. In order to do this, we are 
trying to work it out in harmony with 


plans of Carstensen and the Washing- 


ton Grange so as not to upset their ex- 
isting plans for private utility acquisi- 
tion in the Puget and Washington 
Water Power Company areas. . .” 
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I do not see how this letter from 
which I have quoted a portion (it is 
too long to reproduce in full here) 
squares with the requirements of the 
Hatch Act. Of course, this administra- 
tion has never shown any notable vigor 
in even administering the Hatch Act, 
much less prosecuting under it. So, we 
will probably never know whether the 
courts would regard such activities as 
“political” or not. However, I have 
been in politics long enough to know a 
political act when I see one. If I have 
ever read a letter designed to promote 
political activity, here was one. 


HE Lee Report contains much 
other evidences of codperation be- 
tween certain private promoters and 
Bonneville Power Administration lead- 
ers, Here, for instance, from the files, 
is a set of notes left by a Mr. Olsen, a 
Bonneville Power Administration em- 
ployee who was in charge of a booth 
at the Oregon State Fair in 1946, The 
instructions were written in accord 
with BPA Administrative Order No. 
33, and Mr. Lee quoted the following 
as points of possible interest to Con- 
gressmen : 
“I perform the following duties in 
accordance with provisions and limita- 
tions set up by Administrative Order 


No. 33: 


“1—Explain why it is necessary for 
building of more dams. 


q 
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“2—Explain the meaning of bal- 
anced economy, show how low-cost 
Columbia river power will help bring 
a balanced economy. 

“3—Prepare reports and explana- 
tions of growth and development of 
publicly owned distribution systems 
throughout the nation, and especially 
in the Columbia river drainage basin. 

“4—-Prepare and explain factual in- 
formation on rates, savings, financial 
statements of publicly owned bodies 
now operating. 

“5—Convincing people that public 
distribution of power is their inherent 
right. 

“6—Preparing material to use in 
ads, pamphlets, and public relations 
work. 

“7—Speaking at meetings and fairs 
and answering questions about the 
public ownership of utilities. This in- 
volves much study and thought as to 
most effective method of presentation 
of the facts. 

“8—Combatting private power com- 
pany propaganda. 

“O_Working with organizations— 
Grange, labor groups, farmers’ union, 
old-age pensions, POL, etc. (POL is 
assumed to be an abbreviation for 
Public Ownership League.) 

“10—Selling idea of an economy of 
abundance. 

“11—Selling public power. 

“12—Selling idea that Columbia 
river power is nature’s greatest gift to 
the people. 

“13—Selling idea—it’s theirs by 
prior right. 

“14—Development operations re- 
quire study of public power through- 
out the entire nation because NW pub- 


“PowER generated at the dams is sold by the BPA over a 
network of high-voltage transmission lines in Oregon, Wash- 
ington, Idaho, and Montana. Power generation projects now 
authorized or under construction and to be integrated into 
the Bonneville transmission system are capable of expansion 
to an aggregate installed capacity of 5,500,000 kilowatts.” 
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lic power development is a part of na- 
tion-wide program. Therefore, it is 
necessary for us to know about TVA, 
Boulder, Santee Cooper, Nebraska, etc. 
—when one is attacked, all are at- 
tacked. Necessity for a unified national 
program.” 


I DON’T know how long this Mr. Ol- 
sen had been taking lessons in the 
indoctrination school, conducted by and 
in the Federal public power agencies, 
but I can say that he seems to have 
learned his lessons well, And his candor 
in describing his duties will not amaze 
persons who have kept themselves in- 
formed about such developments. It 
has been apparent to me for years that 
the BPA, the TVA, and the other pub- 
lic power agencies have one great cen- 
tral objective in common—to socialize 
the electric power industry throughout 
the nation, not just this or that segment 
of the industry that happened to be a 
temporary target. 

One who believes with the poet 
Swinburne that the world is a “comedy 
to those who think,” will certainly 
smile on reading Mr. Olsen’s admoni- 
tion about “combatting private power 
company propaganda.” I suppose there 
are those who maintain seriously that 
the hundreds of speeches by Federal 
power propagandists, the thousands of 
pamphlets, brochures, newspaper mats 
and stories, and other information sent 
out by Federal power agencies are not 
“propaganda” at all. I suppose all that 
sort of thing is regarded as “educa- 
tional” material, designed to enlighten 
the people about facts which should be 
known about Federal agencies. We, in 
Congress, who have been trying to stop 
the flow of funds for much of such 
Federal “educational” material, have 
been accused of everything from being 
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without a “social conscience” to fight- 
ing education. A sense of humor helps 
us to appreciate the distinction between 
“propaganda” and “educational” ma- 
terial. 


UT many Americans would not 

laugh if they realized they are 
paying the taxes for the printing of 
such government “educational” pam- 
phlets, and the salaries of hired propa- 
gandists. 

In Dr. Raver’s letter to Davidson, 
portions of which I already have 
quoted, it is abundantly clear that he 
and his associates in BPA are work- 
ing toward the same goals as certain 
private promoters in private industry 
in the Far West. It is a significant fact, 
in my judgment, that the Lee Report 
discloses many examples of corre- 
sponding cooperation between such 
interests. 

It is apparent from the Lee Report 
that certain Interior Department offi- 
cials will go to great lengths for their 
program. One of the great Federal 
power enthusiasts of the Far West is 
Mort Tompkins, who became state 
salaried head of a fine agricultural or- 
ganization after serving in the Depart- 
ment of the Interior. It was thought 
that he had severed his connections 
completely with Interior when he went 
into the high-paying private post of 
farm leadership. Yet, the 1948 appro- 
priations hearings in Congress dis- 
closed that this same Mr, Tompkins 
was still carried as a BPA consultant, 
while outwardly leading this great farm 
organization. Suppose, it has come out 
that Tompkins had been on the undis- 
closed payroll of a private power com- 
pany, or any privately owned business, 
while serving as the salaried head of a 
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farm organization everyone respects? 
We can well imagine the “scandal.” 


r is my candid opinion that if such 
disclosures (as the Lee Report 
brings out to the public) had been made 
in other years, before the conscience of 
America had been dulled by routine ex- 
amples of pork-barrel operations and 
favoritism in high places, the facts 
would have astonished millions of 


Americans. Many of our citizens still 
are amazed by such facts. But it is diffi- 
cult now to obtain the widespread pub- 
lic reaction that must be had before 
Congress launches a full-scale investi- 
gation and brings about needed re- 
forms. It is an uphill job at best. 

Let us hope that we can keep the ma- 
jority of the American people from 
being misled before it is too late to 
save our free Republic. 





Economize or Tax 


ad Fors of administration ideas of budget management 
is the annual report of Interior Secretary Krug. He 
offers, among other things, a 20-year electric power develop- 
ment program, the cost of which he estimates at $12 to $15 
billion. Three-fourths of it, he thinks, should be the work of 
the Federal government, Mr. Krug says also that the govern- 
ment should spend ‘whatever is necessary’ to develop sources 
of synthetic liquid fuels ; that is, oil and gasoline from coal and 
shale deposits. He wouldn’t stop there, either. ‘The Geological 
Survey,’ he says, ‘should employ every competent geologist it 
can find,’ to explore additional sources of essential materials. 

“We agree that our people and their government should 
concern themselves about the country’s natural resources, their 
use and their enlargement. We cannot agree that the best way 
to do that is to throw open the doors of the Treasury to Federal 
officeholders. Throughout this country’s history private enter- 
prise has explored and developed its natural resources. It is 
better able to do so today than it ever was. It needs only 
reasonably encouraging conditions. 

“The reasonably encouraging conditions cannot be had if the 
only prospect the government holds out is one of progressively 
heavier taxation, There is, to be sure, the alternative of a deficit 
Treasury and a rising public debt. But that is only another form 
of taxation, thinly disguised and temporarily deferred. 

“Free government spending, which Secretary Krug urges 
for his department, cannot be done in one place without power- 
fully encouraging its repetition in other places. Congress will 
oblige the executive branch to economize, or it will find itself 
obliged to levy heavier taxation. And a larger tax take out of 
the proceeds of industry, at this rather critical juncture of the 
national economy, could well invite disaster.” 

—EDITORIAL STATEMENT, 
The Wall Street Journal. 
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Telephone Rate Regulation 
During Inflation 


Is there legal authority, under prevailing decisions, for the 

state commissions to adjust rates for small telephone compa- 

nies on a basis flexible enough to reflect the dynamic economic 

changes through which we are passing? This author not only 

believes that there is, but he suggests a procedure whereby such 
a result might be accomplished. 


By CLARENCE H. ROSS* 


LMOST every independent tele- 
phone company in the United 


States is being forced by eco- 


nomic necessity to convert one or 
more of its principal exchanges by 
the installation of automatic equip- 
ment. In many cases the capacity of 
the exchange must be doubled at a 
cost of two or three times the value 
of the existing exchange, In many in- 
stances, in anticipation of conversion, 
expenditures for expansion of central 
office equipment have been kept to 
a minimum, held orders are high, and 
available capacity is approaching the 
vanishing point. Notwithstanding in- 
creased traffic and maintenance ex- 
pense, service is spotty and public re- 
lations are bad. 

My $64 question is ““How will these 
companies get the money required for 
this program?” If they had a rich 
mama like Mother Bell, or if they had 


*For personal note, see “Pages with the 
Editors.” 
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a holding company for a papa, with 
good credit, they could pass the prob- 
lem up to their parent. If, however, 
they are orphans, as many are, and have 
to rely on their own resources, the 
problem, while indeed difficult, need 
not be insoluble. In order to solve this 
problem the approach to rate regula- 
tion must be that of performing an 
economic function, not that of per- 
forming a legalistic ritual. In other 
words, rate regulation must be made 
sufficiently flexible to meet the eco- 
nomic problems of these dynamic 
times. 

On what legal basis can a commis- 
sion grant rates which will permit the 
raising of the necessary capital to carry 
out the typical program described 
above? Assume we have established a 
legal basis for such rates, how do we 
go about persuading the commission 
to adopt such rates? 

Most readers of these pages are 
familiar with the general background 
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of regulatory decisions out of which 
our present guiding principles of pub- 
lic utility regulation have evolved. They 
will recall that in 1897 in the great land- 
mark decision of Smyth v. Ames,’ di- 
rect legislative regulation of utility 
rates became impossible. The highest 
court did not say that it was necessarily 
wrong for a legislature to fix rates by 
statute. But it did lay down certain 
standards of fairness which, it said, 
the states would have to observe in any 
attempt to fix rates—in order to be 
sure that neither the public suffered 
from rates which were too high, nor 
the public utility owner suffered from 
rates which were too low. And it was 
quickly seen that any such cumbersome 
method as statutory rate fixing simply 
was not elastic enough to meet these 
exacting standards. A more elastic 
form of regulation was indicated. That 
was the beginning of the state regula- 
tory commissions—to provide a more 
flexible type of regulatory procedure. 


| ees more than three decades the 
U. S. Supreme Court, in a series 
of decisions which terminated in the 
early thirties, required the state com- 
mission to give some recognition to 
present fair value theory in fixing 
utility rates. This in turn made the 
process of rate valuation one of the 
most troublesome and controversial 
chores which the state commissions had 
to perform. 

State commissions, in such cases, 
could do little more than strike some 
kind of judgment figure and call it a 
rate base. It was obviously neither a 
scientific nor a satisfactory system for 
fixing rates. And the resulting guess- 
work—for that is about what it 
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amounted to in some instances—began 
to impress the Supreme Court so ad- 
versely that in 1933 the court started 
to retreat from any constitutional re- 
quirement that the state commission 
should have to give recognition to pres- 
ent value elements in determining the 
utility rate base. This retreat continued 
until 1944—in the Hope Natural Gas 
Case.* 

Whether the Hope Case constituted 
an indirect endorsement of the “orig- 
inal cost” approach to rate case valua- 
tion (as might be argued from the fact 
that the majority of the court cited 
with approval the Lindheimer Case)* 
is debatable. But in any event, the court 
did certainly qualify, if not overrule, 
Smyth v. Ames to the extent of leaving 
it up to the commission (in this case 
the Federal Power Commission) to use 
any reasonable method or formula 
capable of producing an equitable “end 
result.” This “end result’’ was described 
by the majority opinion as follows: 
“Rates which enable the company to 
operate successfully, to maintain its 
financial integrity, to attract capital, 
and to compensate its investors for the 
risks assumed certainly cannot be con- 
demned as invalid, even though they 
might produce only a meager return on 
the so-called ‘fair value’ rate base.” 


ib Bnvg would certainly seem to give 
the commission some basis for 
using its discretion, in striving for a 
more flexible form of regulation to suit 
the period of dynamic change through 
which we are now passing. I think it 
may be said fairly that the court has 
put a floor under rates. Rates, in any 
event, must be adequate to protect the 


2 320 US 591, 51 PUR NS 193, 202. 
% (1934) 292 US 151, 3 PUR NS 337, 
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integrity of the investment in the utility 
and permit the utility to perform its 
public duty to provide service. 

Under this doctrine the commission 
is authorized to fix rates which will 
service the present capital structure of 
the utility and which will also service 
the capital structure which will be 
reasonably required to finance neces- 
sary expansion. The Illinois Commerce 
Commission, in Re Middle States Tele- 
ph. Co. of Illinois, No. 35989, June 8, 
1948, said: 

“There appears to be no purpose in 
inquiring into the evidence on ‘value’ 
of the property, The property has a 
book value of $3,159,531 before de- 
preciation, of which $570,565 is sched- 
uled for retirement in connection with 
the construction program of $3,915,- 
801. The construction program is 
necessary to provide plant facilities 
needed to render service that is ade- 
quate in the amount and satisfactory 
in quality. Without it the public will 
not receive the quantity and quality of 
service it demands. A construction pro- 
gram of substantially $4,000,000 can- 
not be undertaken by a company capi- 
talized at less than $2,500,000 without 
making provision for additional financ- 
ing. At the conclusion of the construc- 
tion program the company indicates a 
property valuation on an original cost 
basis of $4,876,947 after depreciation 
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of 25 per cent on surviving depreciable 
property. At original cost, deducting 
the book depreciation reserve adjusted 
for the doctrine established in the so- 
called New York Telephone Account- 
ing Case, a minimum valuation of the 
property at the conclusion of the con- 
struction program would be $5,000,- 
000.” 


prearane TELEPHONE CoMPa- 
Ny found itself in circumstances 
similar to that of Middle States Tele- 
phone Company of Illinois. The Geor- 
gia Public Service Commission, in Re 
Southeastern Teleph. Co.,* said: 
“This application presents serious 
questions. Admittedly the service pro- 
vided by the company is not what it 
should be in several exchanges and yet 
the company is not collecting sufficient 
revenue under the present rates to pay 
operating expenses in Georgia. While 
there is good and strong argument for 
denying the whole application based on 
service provided, to do so would pre- 
vent the company from attracting the 
necessary capital funds with which to 
make the service modern, proper, and 
adequate, with resulting poorer service 
and more reason for complaint. Under 
the circumstances, it appears that the 
subscribers will ultimately be benefited 
more by improvements in service even 


# (1948) 76 PUR NS 181, 185. 
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industry primarily with respect to depreciation, it presents the 


q “WHILE the shrinking dollar creates difficulty for privaté 


same problem for the utility with respect to both depreciation 
and rate base. The dollar, after all, is only a medium of ex- 
change; it has no intrinsic value; it is nothing more than a 
measurement of value. For accounting purposes tt is neces- 
sary that some symbol be adopted to express this measure- 


ment.” 
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though the cost is a somewhat higher 
rate in the interim. However, the rates 
prescribed herein will not produce the 
full amount of revenue which could be 
justified for excellent service, but rep- 
resent an intermediate level between 
that and the present rates, and should 
make possible the provision of good 
service in the future.” 


XN the fifty-first annual convention 
of the United States Independent 
Telephone Association, the Honorable 
H. Lester Hooker, state corporation 
commissioner of Virginia, stated in his 
address: “It cannot be seriously ques- 
tioned that the earnings of the indus- 
try should be kept at a level high enough 
to attract sufficient capital to the indus- 
try to meet its reasonable demands. 
This is necessary for the proper pro- 
tection of the public interest, and it is 
not detrimental to the best interest of 
the ratepayer. It is the duty of the regu- 
latory commissions to exert their best 
efforts to keep all utilities at all times 
in a safe and sound financial condition. 
Investors cannot be expected to invest 
in securities of a utility when its rate 
of return is so low as to make it doubt- 
ful in the minds of the investors as to 
the wisdom of such investments. If 
such a utility is able to secure money 
at all it will not be able to do so on as 
favorable terms as will the utility that 
is and has been receiving a fair return 
on its investment consistently for a 
number of years. This is adverse to the 
best interest of the utility and to those 
who use its service. Regulatory com- 
missions should have the alertness and 
the courage to aright situations such 
as these.” 


iy the rate case of Virginia Tele- 
phone & Telegraph Company, Case 
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No. 9176, before the state corporation 
commission of Virginia, the commis- 
sion based its order, entered April 30, 
1948, upon the following findings: 
“The commission is of the opinion, 
from the evidence and from the whole 
record in this case, that the revised 
schedules of rates, charges, rules, and 
regulations filed herein, as aforesaid, 
are not unjust or unreasonable and, ac- 
cordingly, that the said application or 
petition of the said company should be 
granted.” 

While in each of these three cases 
the petitioning company put into the 
record extensive rate base evidence, yet 
it was the economic aspect of the com- 
pany’s situation to which greater em- 
phasis was given, The company con- 
centrated on proving that the rates re- 
quested were necessary to enable it to 
attract the capital it needed for its ex- 
pansion program and that there was a 
reasonable prospect that the allowance 
of such rates would result in com- 
mensurate service. In none of these 
cases did the commission go through 
the legalistic ritual of finding a rate 
base and of applying thereto a rate of 
return. To have done so would not have 
given a useful economic result. The 
commissions in effect applied the test 
of the court in the Hope Case. In one 
case the commission refused to enter 
its proposed order until after the com- 
pany had presented, for the inspection 
of the staff of the commission, exe- 
cuted contracts for new exchange 
buildings and for new equipment. 


HE application to the small inde- 
pendent telephone company of the 
ironclad ritual of a rate base, deter- 
mined by cost, multiplied by a rate of 
return, based on the credit of large 
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Adjustment of Utility Plant Cost 


“> adjust the cost of a utility plant by the consumers price index 

of the Bureau of Labor Statistics does not constitute a finding 

of the present value of the property . . . what it does constitute is stating 

the dollar cost of the property in terms of the present purchasing power 
of the dollars invested.” 





companies in the industry, will often 
result in an economic death sentence. 
This is just as effective a recipe for 
killing private Capitalism and substi- 
tuting state Capitalism as the English 


or Russian recipe. 

For the American recipe for cooking 
the goose of the small independent 
telephone companies, I refer you to the 
cook book of the Agriculture Com- 
mittee of the United States House of 
Representatives, In reporting the new 
bill to authorize REA loans for farm 
telephones, this committee stated: 
“There are two alternative courses 
which the Federal government might 
take. One is public operation of the 
telephone business so that telephone 
service, like the postal service, will be 
available to every one with the cost of 
the entire service assessed against all 
users and taxpayers. The other is the 
plan proposed in this bill.” 

Unless a realistic attitude is taken 
by state commissions in granting rate 
relief to the independent telephone in- 
dustry, it would appear that one of the 
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two alternatives mentioned above is 
inevitable. : 


however, a satisfactory economic 
result can be achieved through the 
rate base—rate of return—approach, 
most commissions can be expected to 
continue this approach. Perhaps the 
disavowal of the Smyth v. Ames doc- 
trine opens the way for relaxation of 
the rigid application of this formula. 
In the case of West v. Chesapeake & 
Potomac Teleph. Co.,° the Supreme 
Court reversed the action of the public 
service commission of Maryland in 
translating a 1923 valuation and cost 
of subsequent net additions into an 
amount of equivalent purchasing power 
as of December 31, 1932, by means of 
price indices. The commission used 
sixteen indices weighing them upon 
principles not disclosed. Among the 
indices used was the index of whole- 
sale prices of the United States Bureau 
of Statistics, The court said: 
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“This is not to suggest that price 
trends are to be disregarded ; quite the 
contrary is true. And evidence of such 
trends is to be considered with all other 
relevant factors. 

“_.. It is true that any just valua- 
tion must take into account changes in 
the level of prices. We have therefore 
held that where the present value of 
property devoted to the public service 
is in excess of original cost, the utility 
company is not limited to a return on 
cost. Conversely, if the plant has depre- 
ciated in value, the public should not be 
bound to allow a return measured by 
investment. Of course the amount of 
that investment is to be considered 
along with appraisal of the property as 
presently existing, in order to arrive at 
a fair conclusion as to present value, 
for actual cost, reproduction cost, and 
all other elements affecting value are 
to be given their proper weight in the 
final conclusion.” 


a court, in stating its reasons for 
the reversal of the action of the 
commission, said : 

“What the commission in effect did 
was to take the temporary low level of 
December, 1932, and apply this low 
level for the indefinite future in ascer- 
taining the so-called fair value of the 
company’s plant and property. The ex- 
perience of the two years which have 
elapsed since the commission’s order 
clearly indicates the impropriety of the 
use of its method in the appraisal of a 
property such as that of this company.” 

Mr. Justice Stone, in his dissenting 
opinion in which Mr, Justice Brandeis 
and Mr. Justice Cardozo joined, said 
with reference to the transgression of 
the commission: “The sole transgres- 
sion, for which its painstaking work is 
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set at naught, is that, in the exercise of 
the administrative judgment of this 
body ‘informed by experience’ and ‘ap- 
pointed by law’ to deal with the very 
problem now presented, see Illinois C. 
R. Co. v. Interstate Commerce Com- 
mission (1907) 206 US 441, 454, 51 
L, ed 1128, it has relied upon a study 
of the historical cost and ascertained 
value of appellee’s plant in the light of 
price indices, showing declines in 
prices, in arriving at the present fair 
value of the property, a procedure on 
which this court has hitherto set the 
seal of its approval. Clark’s Ferry 
Bridge Co. v, Pennsylvania Pub. Serv- 
ice Commission (1934) 291 US 227, 
236, 2 PUR NS 225; see also St. Louis 
& O’Fallon R. Co. v. United States, 
279 US 461, PUR 1929 C 161.” 


M:* Justice Stone, in speaking of 
the error of the commission, 
said: “Its error, if error there was, did 
not consist in receiving and consider- 
ing the evidence submitted of indices 
showing changes in commodity and 
other prices, It would have been error 
for the commission not to have con- 
sidered it.” 

Comparing the value of the use of 
price indices with that of engineers’ 
valuation, Mr. Justice Stone said: “So 
far as the results of the use of standard 
price indices are impugned by their 
variation, an examination of the pres- 
ent record will disclose that the results 
obtained by the application of price in- 
dices to the historical cost of plant are 
far less variable than engineers’ valua- 
tions and in general are probably more 
trustworthy. To speak of either class 
of evidence as so accurate as to require 
a commission as a matter of law to ac- 
cept it, or so inaccurate as to require 
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the rejection of a valuation based upon 
it, is to attribute to the valuation 
process a possibility of accuracy and 
certainty wholly fictitious. Present fair 
value at best is but an estimate. His- 
torical cost appropriately adjusted by 
reasonable recognition of price trends 
appears to be quite as common sense 
a method of arrival at a present theo- 
retical value as any other. For a period 
of twenty years or more of rising 
prices, commissions and courts, includ- 
ing this one, have regarded price varia- 
tions as persuasive evidence that pres- 
ent fair value was more than cost. I 
see no reason for concluding that they 
are of less weight in time of declining 
prices.” 

The term “nominal dollar” has re- 
cently come into use. This has been 
defined by Dr. H. B. Dorau, wit- 
ness for the Pacific Telephone & Tele- 
graph Company in its recent rate ap- 
plication before the Oregon Public 
Utilities Commissioner, as follows: “It 
has become necessary consistently to 
distinguish between nominal dollars 
and real dollars, because the divorce 
between nominal dollars and real dol- 
lars has now reached the point where 
it is really vital. When I use the term 
‘nominal dollars,’ I refer to bookkeep- 
ing dollars of uncertain and indiscrimi- 
nate size and economic significance as 
distinguished from the real dollar, the 
dollar measured in terms of its pur- 
chasing power at any given time.” 


J. F. Oates, Jr., chairman of the 
Peoples Gas Light & Coke Company, 
in his address at Galveston, Texas, on 
May 6, 1948, said: “I believe we must 
face the fact that rate regulatory prac- 
tice based upon the computation of rate 
of return upon original cost and com- 
puted by charging depreciation as a 
percentage of such cost, provides only 
for the recapture of nominal dollars 
and is a matter of mere form and a 
complete disregard of substance.” 


eee authorities recognize 
the economic absurdity of allow- 
ing only a 50-cent dollar return on a 
100-cent dollar investment. Samuel J. 
Broad, former president of the Ameri- 
can Institute of Accountants, in dis- 
cussing depreciation at a meeting of the 
National Association of Cost Account- 
ants on June 21, 1948, said: 
“Generally accepted accounting prac- 
tice requires that charges to income for 
depreciation or depletion be based on 
the dollar book figures. Sales, wages, 
rents, and other income items in cur- 
rent dollars are thus mingled in the 
income statement with dollars of a dif- 
ferent purchasing value. It is like hav- 
ing 100 oranges of revenue and de- 
ducting 80 oranges of cost and 10 
grapefruit of cost and saying that the 
profit left is 10 oranges. We have de- 
veloped no means for measuring grape- 
fruit in terms of oranges, If the grape- 
fruit were tangerines instead perhaps 


e 


the value of the dollar used in expressing that cost is not with- 


q “THE use of cost as arate base giving effect to the change nm 


out danger. It is entirely possible that the value of the dollar 


may substantially increase, in which event trouble may arise 
in servicing the securities of acompany making heavy imvest- 
ments at present costs.” 
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it would not make much difference but 
when the differential is large enough, 
we should consider whether it is not 
worth while to try to find some means 
—some index—for converting grape- 
fruit into oranges so as to have a stand- 
ard unit of measurement. There might 
be debate whether they should be con- 
verted on the basis of volume, or vita- 
mins, or juice content. But even an im- 
perfect basis of conversion would be 
more accurate than the bald assump- 
tion that the two are equal.” 


NM the same meeting, William 
Blackie, vice president and ac- 
counting officer of Caterpillar Tractor 
Company, said in his address: “The 
current cost level theory being explored 
here does not depart from original 
costs. It merely restates them in terms 
of current standards of money value— 
and the use of price indexes as the basis 
of measurement is strictly a matter 
of optional procedural convenience.” 
While the shrinking dollar creates diffi- 
culty for private industry primarily 
with respect to depreciation, it presents 
the same problem for the utility with 
respect to both depreciation and rate 
base. 

The dollar, after all, is only a me- 
dium of exchange; it has no intrinsic 
value; it is nothing more than a meas- 
urement of value. For accounting pur- 
poses it is necessary that some symbol 
be adopted to express this measure- 
ment. There is no requirement, how- 
ever, that changes in this value may 
not be recognized. Every one is familiar 
with the contract of General Motors 
with the CIO providing for a sliding 
scale based upon the consumers price 
index of the Bureau of Labor Statis- 
tics. Such contracts are very common 
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in the labor relations field. The senate 
of the state of Illinois recently amended 
the Illinois Old Age Pension Act. This 
amendment provides that until Decem- 
ber 31, 1949, the maximum monthly 
pension allowable to any person, sub- 
ject to the exceptions as provided 
therein, shall be $65, but during the 
month of December, 1949, the commis- 
sion shall adjust such maximum pen- 
sion either upward or downward in the 
amount of one dollar for each three 
full points of change occurring subse- 
quent to the index for the month of 
January, 1949, in the Consumers Price 
Index for Moderate Income Families 
in the City of Chicago—All Items, is- 
sued by the Bureau of Labor Statistics 
of the United States Department of 
Labor, according to the latest available 
published statistics covering such in- 
dex. Such adjustment shall become ef- 
fective as of January 1, 1950, During 
each June and December thereafter the 
commission shall make similar adjust- 
ments in the same manner. Thus, the 
senate of the state of Illinois has offi- 
cially recognized the constantly shift- 
ing change in the value of the dollar. 


ye adjust the cost of a utility plant 
by the consumers price index of 
the Bureau of Labor Statistics does not 
constitute a finding of the present value 
of the property (Smyth v. Ames) ; 
what it does constitute is stating the 
dollar cost of the property in terms of 
the present purchasing power of the 
dollars invested. While this may seem 
a fine point I think it is a very im- 
portant one. 

Because it is cost which is being as- 
certained, this approach has the merit 
of the simplicity and workability of 
that theory. The approach suggested 
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would give the utilities the basis for the 
necessary rate relief without the neces- 
sity of the extremely expensive and ex- 
tended studies required to determine 
reproduction cost new less deprecia- 
tion. As pointed out above, Mr, Justice 
Stone, in his dissenting opinion, in 
which Mr. Justice Brandeis and Mr. 
Justice Cardozo concurred, spoke of 
the consumers price index of the Bu- 
reau of Labor Statistics with approval. 
It is of interest to note that the House 
Appropriations Committee recom- 
mends a 1950 budget of $5,450,000 for 
the Bureau of Labor Statistics, or an 
increase of about $1,129,000 over its 
current appropriations. A substantial 
part of this increase is requested in 
order to permit the revision of its con- 
sumers price index. 


6G tus use of cost as a rate base, giv- 
ing effect to the change in the 
value of the dollar used in expressing 
that cost, is not without danger. It is 
entirely possible that the value of the 
dollar may substantially increase, in 
which event trouble may arise in servic- 
ing the securities of a company making 
heavy investments at present costs. 
This appears, however, to be an in- 
herent risk and it can only be hoped, 
in the event this difficulty arises, that 
the courts will put a floor under the rate 


base as is suggested by the language of 
the Hope Case. 

Francis X. Welch, managing editor 
of Pustic UTILITIES FORTNIGHTLY, 
said in an article in Telephony, August 
21, 1948: “To take an extreme exam- 
ple, consider how ludicrous it would be 
to fix rates for the Shanghai Telephone 
Company on the basis of prices or the 
original cost of its properties in Chinese 
dollars, as compared with the inflated 
Chinese money of today. The entire 
rate base of the Chinese telephone com- 
pany wouldn’t amount to as much as 
the total cost of a single transatlantic 
telephone call to the United States at 
present inflated values. Granted that 
this is a reduction to absurdity, the 
same defect is inherent in the original 
cost theory (to a much lesser degree) 
whenever inflation gets under way.” 

How does the Shanghai Telephone 
Company meet this situation? I made 
inquiry of my friends at International 
Telephone & Telegraph Corporation 
and I find that a price index is used 
which measures the fluctuating value 
of the Chinese dollar. This is an old- 
fashioned index which has been used 
all over the world for several thousand 
years until recently but which has been 
abolished in this country perhaps for- 
ever, You all know the name of this 
index—“gold.” 





<4 Gus and advertising methods can be successfully 
utilized to bring about a fuller appreciation of the réle of 
business in the lives of employees, local communities, and the 


general public. ... 


“Advertising ts the greatest force for mass communication. 
Although until recently its function has been almost entirely 
to promote the sale of products, it must now serve also to move 
basic truths from one mind to another—to break through the 


iron curtain between management and labor .. . 


” 


—Rosert J. CANNIFF, 


Advertising manager, Servel, Inc. 
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Federal-Power Industry 
Agreement? 


y= the Senate Appropriations 
Committee on July 12th reported 
out the Interior Department Appropria- 
tion Bill for the fiscal year 1950, it con- 
tained some deletions which caused some 
raising of eyebrows around the nation’s 
capital. These were the elimination of 
House-approved funds for transmission 
lines—cuts which the power industry has 
been advocating, year after year, on the 
argument that such expenditures were 
unnecessary because they were for the 
construction of duplicating power lines 
and other facilities. 

Specifically, the Senate committee 
knocked out funds for the controversial 
West Side power lines and steam plants 
on the Central Valley (California) proj- 
ect, several transmission lines on the 
Colorado-Big Thompson project, the 
Kerr-Anaconda line in Montana, and the 
power transmission facilities of the 
Southwestern Power Administration 
were dropped from the Senate bill. All 
these items had been approved by the 
House. 

Congress may not finally eliminate all 
of these; but a start might well be made 
which will look towards a better under- 
standing and the commencement of a 
governing policy on Federal-industry 
power transmission and distribution. In 
the case of the Southwestern Power 
Administration, for example, it was 
shown that certain southwestern com- 
panies have agreed to contract provisions 
which the Department of Interior has it- 
self insisted upon for the past two years. 

Furthermore, these southwestern com- 
panies under the contracts now offered 
will buy power and energy at the dam 
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sites ; will pay for the power at rates to 
be set by the Federal Power Commission, 
adequate enough to provide for amorti- 
zation of the government’s investment in 
power facilities over fifty years plus in- 
terest, and all operating costs for the 
power part of the multiple-purpose dams. 


i. the new contracts the com- 
panies will permit the government 
to use their transmission systems, thus 
making it unnecessary for the govern- 
ment to carry forward its over-all trans- 
mission line construction program. The 
government will have the right to with- 
draw at any point or points on the com- 
panies’ transmission systems up to a total 
of 70 per cent of the power sold to the 
companies, and it will have the right to 
sell power and energy so withdrawn for 
its own account. Cooperatives and pub- 
lic bodies in the area thus will become 
direct customers of the government. 

The fact that the companies in this 
large and important area have offered to 
take contracts similar to a Texas Power 
& Light Company contract is significant 
because: (1) It removes the govern- 
ment’s major claimed justification for 
constructing transmission lines ; and (2) 
should the Senate, and finally the House, 
agree that a major line construction pro- 
gram is not necessary, then power gen- 
erated at multiple-purpose projects to be 
constructed by the Army Engineers will 
be marketed primarily over the existing 
facilities of the electric companies rather 
than by the government over its own 
transmission network. Accordingly, a 
major force leading to the destruction of 
electric companies and creation of vast 
Federal power empires will have been re- 
moved, not alone in this area but other 
sections of the country as well. 
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The Senate committee’s action is the 
result of the favorable attitude which the 
Appropriations subcommittee on the In- 
terior Department, headed by Senator 
Hayden (Democrat, Arizona), took to 
the testimony of utility companies on 
how they could save money for the gov- 
ernment by eliminating the need of dupli- 
cate facilities. 

Witnesses from the Texas Power & 
Light Company, Montana Power Com- 
pany, California-Pacific Utilities Com- 
pany, Idaho Power Company, Pacific 
Gas and Electric Company, and the Pub- 
lic Service Company of Colorado ap- 
peared to tell the Senators how far the 
companies were willing to go in making 
concessions on handling the Federal 
power supply for ultimate distribution. 
Altogether these electric company wit- 
nesses testified that $28,000,000 could be 
saved by cutting out funds for lines and 
other installations which the government 
proposed to build. Since the bill is for 
one year’s construction only, the ultimate 
saving would be around $150,000,000. 


HE Montana Power Company of- 
fered to build power facilities at 
Canyon Ferry project on the Missouri 
river near Helena, Montana. This would 
save $1,510,000 in the pending appropria- 
tion bill and $62,000,000 over the life of 
the project. Also proposed savings of 
$3,300,000 in the dropping of the Kerr- 
Anaconda line. The question naturally 
arises whether the Senate committee’s ac- 
tion may not point to a future agreement 
between the Federal government and the 
electric power industry on the distribu- 
tion of power from government projects. 
As an ultimate objective such a pat- 
tern could be something that would go a 
long way towards: 


(1) Resolving important conflicts 
between Federal power and the elec- 
tric light and power industry ; 

(2) Assuring the electric companies 
that the Federal government will no 
longer arbitrarily compete with and 
duplicate their operations ; 

(3) Assuring the Federal govern- 
ment control over power produced at 
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Federal multiple-purpose dams with- 
out creating additional Federal power 
empires ; 

(4) Limiting Federal spending for 
transmission lines to those lines that 
are economically justified and abso- 
lutely necessary ; and, accordingly, 

(8) Determining the future pattern 
by which the electric needs of the coun- 
try are to be met. 


Of course, opposition to any general 
concordat between the government and 
the power industry will remain stubborn- 
ly active in Congress, and especially im 
some administrative agencies. Yet, in the 
process, those who really are in favor of 
government in the power business, for its 
own sake, may have to come out in the 
open for socialized industry. 

If the opposition should prevail, on 
some disputed items, groundwork may 
still be laid for working out a formula for 
a more general Federal-power industry 
understanding at a future date. The Sen- 
ate committee’s bill does not continue the 
ban against Reclamation Commissioner 
Straus and his assistant. Senator 
Downey, Democrat of California, author 
of this restriction, has withdrawn it in 
view of the investigation of Reclamation 
Bureau operations which opened July 
21st before the Senate Interior and In- 
sular Affairs Committee. 


¥ 


Excise Taxes and the Co-ops 


RESIDENT Truman’s belated admission 

that a tax increase would be undesir- 
able, under present and prospective eco- 
nomic circumstances in the United States, 
has revived agitation for cutting the high 
wartime excise taxes. 

The Senate Finance Committee started 
the ball rolling when it voted 7 to 6 to 
report favorably on a bill (HR 3905) 
which carried an amendment by Senator 
Johnson (Democrat, Colorado) to reduce 
excises according to the following sched- 
ule for utility items: electric light bulbs 
and tubes (cut from 20 per cent to 5 per 
cent), telegraph messages and telephone 
toll calls (25 per cent to 15 per cent), 
and telephone monthly bills (15 per cent 
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to 10 per cent). The tax on passenger 
fares on trains, planes, busses, etc., 
would also be cut (15 per cent to 10 per 
cent). 

In the House, Minority Leader Martin 
(Republican, Massachusetts) has asked 
for the discharge of the House Ways and 
Means Committee from consideration of 
his bill (HR 2100) to cut excise taxes to 
prewar levels. He is seeking bipartisan 
support to pass the measure to cushion 
the shock of recession. He claims partial 
repeal of the excises will stimulate busi- 
ness and curb rising unemployment 
while not materially reducing revenues. 

Meanwhile, Representative Mason 
(Republican, Illinois) is still actively 
pushing his bill (HR 5064), which re- 
places revenue cuts resulting from excise 
tax repeal with new revenue sources. His 
measure would tax all codperatives and 
other “tax dodgers.” He charged the gov- 
ernment itself with operating tax-escap- 
ing barge lines, distilleries, making elec- 
tric power, selling fertilizer—all in direct 
competition with private tax-paying en- 
terprise. 

Mason declared that he would call 
upon Congress to repeal the $700,000,000 
of wartime excise taxes still on the books 
because his bill, if enacted, would bring 
in over $1 billion annually without in- 
creasing the tax burden on anyone now 
paying taxes. 


HIS Republican criticism evidently 

had its effect on at least one Demo- 
cratic member of the House Ways and 
Means Committee. He is Representative 
Forand of Rhode Island, who offered his 
own bill for a 4-point tax program as 
follows: 

1, Increase individual income taxes 
above the first surtax bracket, restor- 
ing rates which prevailed before the 
GOP tax cut of 1948 on incomes above 
$6,500 for married couples and $3,250 
for single persons. 

2. Repeal the 1948 estate and gift tax 
amendments, cut estate tax exemptions 
from $60,000 to $30,000, cut gift tax 
exemptions from $30,000 to $15,000, 
and lower the annual gift tax exemp- 
tion per donee from $3,000 to $1,500. 
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3. Liberalize the net loss carry-over 
for corporations and other businesses 
to allow five years instead of the pres- 
ent two years to spread net operating 
losses, and cut 2-year carry-back to one 
year. 

4. Repeal entirely or sharply reduce 
most of the wartime excise taxes along 
lines already approved by the Senate. 


Forand in a statement claimed that the 
$1,057,000,000 reduction of revenue 
which would result from lowering and 
repealing excises would be offset ap- 
proximately by the boost of income taxes 
and estate and gift levies. 

Forand said that, while the slash in 
excises on its face would seem to involve 
a $1,057,000,000 reduction in revenues, it 
must be remembered that the excises 
“tend to reduce the consumption of the 
articles and services taxed.” 

” 

Higher Pay for Commissioners 
| pee of various regulatory com- 

missions, as well as certain admin- 
istrative officials, are going to get a salary 
increase under the House-approved bill 
(HR 1689) which the Senate was ex- 
pected to pass. Under the provisions of 
this bill, members of the following com- 
missions will get base salaries of $16,000 
a year: Federal Power Commission, 
Securities and Exchange Commission, 
Federal Communications Commission, 
Atomic Energy Commission, and the 
Tennessee Valley Authority. 

In addition, the President would be 
authorized to permit extra compensation 
for the chairmen to the extent of $18,000 
per annum. In such cases, the chairmen 
would have to perform extra duties. 

Other key official salary increases 
would include: chairman, National Se- 
curity Resources Board—$20,000 ; Rural 
Electrification Administrator and Recla- 
mation Bureau Commissioner—$15,000. 
The Senate Appropriations Committee, 
in considering funds for Federal regula- 
tory commissions and independent offices, 
has recommended similar amounts to (or 
only slight increases over) the House- 
approved figures. 
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House Passes Phone Bill 


HE House of Representatives on 

July 13th voted 282 to 109 to extend 
the Rural Electrification Act of 1936 to 
permit long-term 2 per cent Federal loans 
to bring telephone service, as well as 
power, to the nation’s farmers. 

As passed by the House, the bill would 
permit private corporations, public agen- 
cies, and codperatives to borrow from the 
Rural Electrification Administration to 
set up telephone service in rural areas. 
The 53,000 small private companies now 
rendering such service were given cer- 
tain preferences, and the authority of 
state regulatory bodies over rates, serv- 
ice, and service areas was preserved. 

The legislation, sponsored by Repre- 
sentative W. R. Poage (Democrat, 
Texas) and endorsed by the White 
House, received enough Democratic 
votes for passage. All attempts to amend 
the bill, other than those approved by the 
Committee on Agriculture, were beaten 
down, including efforts to raise the 
interest rate. 

Two Republicans, Leo E. Allen of II- 
linois and Clarence J. Brown of Ohio, 
spearheaded the unsuccessful drive to in- 
crease the interest rate. Mr. Allen con- 
tended that it costs the Federal govern- 
ment an average of 2.2 per cent to borrow 
money itself. He asked that the rate for 
the telephone loans be raised to 24 per 
cent. 

_ Picking up the argument, Representa- 
tive Brown pointed out that the 2.2 per 
cent figure is the average interest paid on 
the government’s long- and short-term 
indebtedness. He declared that it costs 
the government more to borrow money 
on a long-term basis and, since the loans 
contemplated in the bill run to thirty-five 
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years, he proposed that the interest rate 
be increased to 3 per cent. The Brown 
amendment was defeated, 107 to 71, then 
the Allen amendment was rejected, 137 
to 104. 


A= amendment, approved 
prior to final passage, bars loans 
where the regulatory body or any state 
has denied a project certification. The 
committee accepted a further amend- 
ment, offered by Representative Gifford 
R. Hope (Republican, Kansas), directing 
the REA Administrator to make no loans 
where there is no state regulatory body, 
if the proposed project duplicates exist- 
ing adequate and reliable service. 

The bill also contains a provision that 
the only applications for loans that may 
be accepted for the first six months of 
the operation of the amended act shall be 
from companies now providing rural 
telephone service. Representative Pat 
Sutton (Democrat, Tennessee) unsuc- 
cessfully sought to strike out this section, 
designed to enable the private companies 
to use the new low financing to expand 
facilities. 

* 


Rate Rise Impounded 


Agence Judge Sam C. Blair, in the 
appeal from the Missouri Public 
Service Commission’s allowance of an 
annual increase of $3,400,000, recently 
ordered Southwestern Bell Telephone 
Company to impound funds to cover the 
increases in Missouri rates it has collect- 
ed since last February Ist in its first- 
round rate case. 

Impoundment of $1,800,000 initially 
was directed by the court, with the fur- 
ther provision that the sum be increased 
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by $300,000 a month until the litigation is 
finally cleared. Purpose of the impound- 
ment is to assure refunds in event the 
rate increases should be disallowed in the 
eventual decision of the state supreme 
court. 

Judge Blair also required the telephone 
company to post a $3,500,000 appeal 
bond, in connection with the impending 
appeal from his court to the supreme 
court by the company. Judge Blair had 
knocked out the rate increase in a deci- 
sion last May. 

Hearing of Southwestern Bell’s sec- 
ond-round application for an additional 
$5,000,000 Missouri rate increase was 
scheduled to start before the Missouri 
commission on July 25th. Should that 
application be upheld, it would encompass 
the present or first-round increase also. 
Recently the commission denied an 
“emergency” application by the company 
for a $5,700,000 increase. 

Kansas City last month filed a formal 
request with the commission to intervene 
in the second-round case. The petition 
asked for three months’ delay to prepare 
a fight on the application and called for a 
full audit of the value of the company’s 
Missouri investment by the commission. 
It argued further that the commission 
had no right to hear the second-round 
case until the first-round litigation was 
disposed of by the courts. 


Emergency Rate Increase 
Sought 


_ New England Telephone & Tele- 
graph Company last month filed a 
petition with Rhode Island’s public utili- 
ties administrator, Thomas A, Kennelly, 
seeking an emergency rate increase de- 
signed to gain $1,804,000 annually in 
additional revenue. The request, which 
asked the increase over and above that 
granted by the state in April, 1948, fol- 
lowed by ten days a state supreme court 
decision which, in effect, denied the 
company a $1,113,000 increase it had 
sought through the courts, rather than in 
a direct petition to the administrator. 
Kennelly said he would neither deny 
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nor approve the petition without a hear- 
ing. Normal procedure in rate cases is 
for the administrator to suspend a rate 
request and order it to hearing. The pres- 
ent law, drafted as a result of the previous 
long-drawn-out rate cases, the second of 
which had to be terminated without any 
state evidence because of time limitation, 
now gives a total of ten months to the 
utilities division to adjudicate a case, 

The rates which the company proposes 
would add 75 cents a month to the month- 
ly bill of persons in the metropolitan dis- 
trict for both 1- and 2-party lines and 
50 cents a month to 4- and 8-party lines. 
Business unlimited phones on 8-party 
lines would be up 50 cents a month, 
single-party business measured phones 
would rise 75 cents, and 2-party business 
measured phones would rise 50 cents, 

The company’s petition stated that, 
since the 1948 increase, the company has 
experienced greatly increased costs of 
operation, including a general wage in- 
crease granted last September as a result 
of collective bargaining. Under these 
conditions, the present schedule has 
proved “entirely inadequate to produce 
even the earnings and return which the 
administrator said the company was en- 
titled to receive,” the petition declared. 

Since the end of the war the company’s 
basic wage payments to its Rhode Island 
employees have increased by $2,800,000 
a year, the company said. 


* 
CWA Asks “Employee 


Protection” 


HE Communications Workers of 

America (CIO) recently asked the 
Federal Communications Commission to 
require “employee protection” where 
telephone service is “discontinued, re- 
duced, or impaired.” 

Employee protection, under present 
FCC rules, is given careful consideration 
when phone companies are merged or 
when one company acquires the property 
of another. CWA seeks to have this prin- 
ciple extended to cover situations where 
service within a company is reduced or 
eliminated. The union represents 320,- 
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EXCHANGE CALLS AND GOSSIP 


000 workers, most of them employed by 
the American Telephone and Telegraph 
Company and its subsidiary companies. 

Ina brief filed with the FCC, the union 
pointed out that employment in the tele- 
phone industry is going down “for the 
first time in many years.” CWA wants 
to see “full employment in the United 
States in general, and in the telephone 
industry in particular.” 

The union proposed that companies 
desiring to reduce or diminish service to 
the public be required to supply the FCC 
with “detailed data” regarding antici- 
pated employee status resulting from the 
change. CWA also proposed that per- 
mission to discontinue service be given 
only where protection of jobs without 
reduction in basic wages is afforded, pro- 
visions for retraining in new jobs are 
made, job seniority is protected, and ade- 
quate termination payments are provid- 
ed for those employees laid off because of 
the change in service. 

The union said “indiscriminate dis- 
continuance” of service not only reduces 
jobs of phone workers, but may initiate 
a “chain reaction of unemployment 
throughout the American economy.” 

CWA asserted that the Bell system has 
proved itself “an unworthy trustee” of 
the workers it employs, and urged the 
FCC to establish the recommended pro- 
cedures for employee protection. 


> 


Levies May Be Passed on to 
Subscribers 


ye Washington Supreme Court re- 
cently ruled that municipal taxes 
levied on the Pacific Telephone & Tele- 
graph Company could be passed on to city 
subscribers. The decision sustained an 
order issued in October, 1947, by the old 
department of public utilities authorizing 
the company to do so on a pro rata basis, 

The cities of Seattle, Spokane, 
Yakima, Tacoma, and Bellingham had 
contested the order, 

The Thurston County Superior Court 
had affirmed the department except for 
one point. 

The court said the company could not 
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charge subscribers with payments made 
to cities for the use of streets to maintain 
lines and poles. The cities, company, and 
department appealed. The high court 
held, however, that payments made for 
use of streets could also be passed on. It 
directed the lower court to modify its de- 
cision to include this. 

The unanimous 5-judge opinion said: 
“Taxes, of whatever kind or nature, are 
part of operating expenses and of neces- 
sity must be taken into consideration in 
fixing rates to be charged by public utili- 
ties.” 

The company’s request for an in- 
terim rate increase in Washington state, 
pending outcome of a rate hearing, was 
denied last June. Owen Clarke, state 
public service commission chairman, em- 
phasized that the ruling was “not perma- 
nent or final.” 

The company is seeking an increase of 
about 8 per cent to raise an estimated $3,- 
800,000 annually. It would provide a 
wage increase and improve the company’s 
financial position to complete an expan- 
sion program, a spokesman explained, 

In denying the immediate interim 
raise, the commission said the financial 
position of the company does not “reflect 
an emergency situation” sufficient to war- 
rant it. 


* 


Television Must Stress “Vision” 


HE Federal Communications Com- 

mission last month said television 
programs should always include some- 
thing to look at as well as to listen to. ‘The 
announcement called attention to a long- 
standing rule that the sound transmitter 
of a television station must not be op- 
erated separately from the visual trans- 
mitter, except for necessary tests and 
strictly experimental purposes. 

“The commission,” the FCC said, “is 
of the opinion that to permit a television 
sound channel to be used either to dupli- 
cate AM (standard) or FM aural broad- 
cast or to originate aural broadcast only, 
would not be an economical use of radio 
frequencies and would not be in the pub- 
lic interest.” 
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Quarterly Review of Holding 
Company Progress 


MERICAN & ForEIGN PowEer—There 
has been no move as yet by the 
company or the SEC to revise the com- 
pany’s recap plan, which was recalled to 
Washington after it had been approved 
by a Federal court. With the debenture 
5s selling around 78, down from 107} 
over the past year, there is of course little 
prospect that the issue can be refunded 
as formerly planned, The company is 
hopeful that its cash position in New 
York, which has deteriorated badly in 
the past year, can be “sweetened” by sale 
of some $20,000,000 to $30,000,000 
Cuban Electric mortgage bonds. This 
might permit the top company to resume 
preferred dividends, and pave the way 
for formulating a new plan. Hearings on 
the Cuban financing have been held and 
the question is before the SEC. 
American & Foreign has announced 
that it does not intend to undertake any 
new construction programs for major 
developments unless adequate financing, 
compensatory rates, and the availability 
of dollar exchange can be previously 
arranged, Despite cash troubles, actual 
earnings of operating companies are 
showing excellent gains, and the pre- 
ferred stocks are currently selling at 
about three times reported share earn- 
ings. 
American Natural Gas (formerly 
American Light & Traction )—The com- 
pany has now “graduated” into the ranks 
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of integrated holding companies and, ac- 
cordingly, it will be omitted hereafter 
from this review. 


MERICAN Power & Licht—Approval 
of the plan by the SEC is expected 
at an early date. However, the company 
recently sold its remaining Kansas Gas 
& Electric holdings (450,000. shares, 
along with 100,000 shares new money 
stock). American will use the proceeds 
from the proposed sale, together with 
other corporate funds, to make equity 
investments of $15,500,000 in Texas 
Utilities Company, Florida Power & 
Light, and Pacific Power & Light 
Company, to aid their construction pro- 
grams. 

This will presumably “sweeten” the 
values of these stocks, but whether 
this will immediately compensate for 
omission of the Kansas stock in the ex- 
change packages is open to some doubt. 
The value of the Kansas stock in the 
three packages, as formerly proposed to 
be distributed under the plan, would 
have been about as follows : $6 preferred, 
$6 ; $5 preferred, $5; common stock, 75 
cents. 

Central Public Utilities—No important 
developments since reviewed in the 
March 3lst issue of Pustic UTILITIES 
FORTNIGHTLY. 

Central States Electric—The trustees’ 
plan filed last December appears to be 
awaiting a tax decision as to the possi- 
bility of “telescoping” Central States and 
its affiliate companies (American Cities 
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and Blue Ridge) without tax liability. 
Recently it has been proposed that 
another 10 per cent payment be made on 
the principal of the Central States 5 per 
cent and 5} per cent debentures, which 
would reduce their face value to 70. 
Commonwealth & Southern—Follow- 
ing the Supreme Court decision in the 
Engineers Public Service Case, Federal 
Judge Leahy at Wilmington on July 7th 
approved the plan which he had held 
for review since last November. The 
formal order was signed July 14th, after 
the judge had denied the request of Al- 
fred Snyder, Philadelphia attorney rep- 
resenting about one per cent of the com- 
mon stock, for a reargument or stay. As- 
suming that there are no further legal tac- 
| tics which effectively delay proceedings, 
the plan becomes operative October Ist. 


ECAUSE of the size of the system 
(Commonwealth has over 33,000,- 

000 shares listed on the Stock Exchange) 
there has been considerable market in- 
terest in consummation of the plan, Some 
480,000 shares were traded on the day 
the decision was announced, and other 
large blocks of Commonwealth later 
changed hands. Arbitragers and ana- 
lysts have been busily figuring the poten- 
tial value of Southern Company stock, 
and a special meeting of the New York 
Society of Security Analysts was held 
to discuss the new holding company, 
Southern Company. The package to be 
given to each share of Commonwealth 
& Southern common stock consists of .06 
share of Ohio Edison and .35 share of 
Southern Company plus an estimated 5- 
10 cents cash from sale of miscellaneous 
holdings. Taking Commonwealth at 44 
and deducting the value of the Ohio Edi- 
son (about $1.68) would mean an arbi- 
trage value of about 7 for Southern 
Company, after allowing for extra 
commission costs, However, “when de- 
livered” trading in Southern opened at 
Southern is currently earning $1.13 
after allowing about 20 cents for plant 
amortization. While it is currently only 
paying 60 cents a share to Common- 
wealth, Street analysts forecast that it 
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might pay 70-75 cents after the stock is 
distributed. (Directors will consider an 
increase at their September meeting.) 
Earnings are gaining rapidly (for the 
month of May net income was 58 per 
cent over last year), as the result of con- 
tinued favorable hydroelectric operations, 
rate increases, etc. The company is in- 
stalling a large amount of steam capacity 
which will better balance its hydro 
capacity. 

Eventual values for Southern Com- 
pany stock may be forecast by compari- 
son with similar stocks such as Central 
& South West and the recently listed 
Middle South Utilities. The latter are 
selling currently to yield about 7 per cent. 
If after a period of seasoning, Southern 
Company should pay 70 cents and yield 
7 per cent this should of course make the 
price 10. On that basis the break-up value 
of Commonwealth (taking Ohio Edison 
at 30) would work out around $5.35. 


a Power & Licht—The com- 
pany’s holdings of United Gas and 
Middle South Utilities have now been 
distributed to stockholders and Electric 
Power & Light has disappeared from the 
Stock Exchange. Middle South, the new 
holding company, has proved a popular 
successor on the Board, advancing from 
its initial bid price around 14 (over 
counter) to a recent high of 168, It is 
currently earning $1.78 and is expected 
to pay $1.10. 

General Public Utilities —The com- 
pany’s interest in New York State Elec- 
tric & Gas was disposed of some weeks 
ago and the stake in Rochester Gas & 
Electric is now to be sold in the same 
way, through GPU subscription rights. 
The interest in Staten Island Edison will 
also be liquidated, following recapitaliza- 
tion of that company. While the company 
has proposed to retain its Pennsylvania 
and New Jersey properties (liquidating 
the Philippine Islands properties at some 
time in the future), the SEC has recently 
initiated a general inquiry into the future 
make-up of the system, 

International Hydro-Electric — The 
trustee filed a new plan with the SEC 
April 20th, which provided for: 
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(1) Immediate payment of $100 per 
debenture, reducing face value to 
$600. 

(2) Payment of the balance of the 

debentures with proceeds of some 
portfolio assets, a $10,000,000 
short-term loan, and other avail- 
able cash. 
Creation of about 2,000,000 
“trust certificates,” which would 
be distributed in the proportion 
of eight for each preferred share, 
and one to each “A” share. 

(4) Final liquidation of the “trust 
certificates” through distribution 
of the remaining assets, 


The portfolio value may be roughly esti- 
mated at $37,000,000, and after repay- 
ment of the bank loan about $21,000,000 
would remain or some $10.50 per certifi- 
cate. On this basis liquidating values 
would work out about as follows: 


Estimated 
Break-up Value 


$84 
10.50 


Recent 

Price 
Preferred 
Class A 


tye IsLanD Licgnhtinc—An SEC de- 
cision on the recapitalization-merger 
plan would seem due some time this sum- 
mer and another decision should follow 
regarding the application of Consolidated 
Edison to acquire a majority interest in 
the company by exchanging convertible 
debentures for common stock of the new 
company (assuming that a sufficient pro- 
portion of the stockholders is willing 
to make the exchange). 

Middle West—See comment in March 
31st issue, page 438. 

New England Public Service —No 
special developments since previous re- 
view. The Engineers Public Service de- 
cision would seem to strengthen the claim 
of the old prior preference stocks for 
their call premiums. 

Niagara Hudson Power — The SEC 
staff some weeks ago made an adverse 
finding regarding the new plan proposed 
last winter. However, it is rumored in 
Wall Street that the SEC commissioners 
may overrule the staff. The company’s 
earnings have been running well above 
last year, but of course may be retarded 
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by the current drought if it is long 
continued. 

North American Company—No im- 
portant developments since our last re- 
view. Kansas Power & Light is being 
merged with its subsidiary, and its stock 
will be distributed to North American 
stockholders about September Ist. No 
date has yet been set for distribution of 
West Kentucky Coal Company. The SEC 
has approved transferring part of the lat- 
ter’s properties to Union Electric of 
Missouri. 

Philadelphia Company—No new de- 
velopments, The negotiations for sale of 
the natural gas properties have apparent- 
ly broken down. A plan to reorganize 
Pittsburgh Railways has been jointly 
proposed by the trustee and the Phila- 
delphia Company. Under the plan Phila- 
delphia Company would give up claims 
and security holdings said to total 
$76,000,000; in return it would receive 
51 per cent of the stock of the new com- 
pany and would be relieved from 
guaranties of certain system securities. 

Standard Gas & Electric Company— 
No recent developments. 


i gee CorPoRATION—The company 
consummated its plan to retire the 
preference stock, but distribution of one- 
tenth share of Niagara Hudson Power 
common stock to each share of its own 
common has been delayed pending SEC 
approval. 

United Light & Railways Company— 
The company has now filed a definite plan 
for final liquidation. The pro forma capi- 
talization on July Ist included about 
$19,500,000 bank loans due in August, 
1950, $7,400,000 Continental Gas & Elec- 
tric serial bank notes, and 3,173,000 
shares of common stock, The company’s 
preferred stocks were retired at the call 
prices on July 1st, which disposes of any 
legal issue. Common stockholders of rec- 
ord June Ist were offered final rights 
to subscribe to American Light & Trac- 
tion (American Natural Gas) at $12 
per share, the rights expiring July Ist, 
and the proceeds of this sale aided in re- 
tirement of the preferred stocks. The 
company does not plan to pay any further 
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UTILITY FINANCING COSTS 
HISTORICAL AND CURRENT YIELD TRENDS 
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cash dividends but will invest about 
$10,000,000 cash in additional common 
stocks of three subsidiaries, Continental 
Gas & Electric Corporation, the subhold- 
ing company, will be dissolved and mis- 
cellaneous subsidiaries will be sold or 
integrated. 

Major operating subsidiaries will be 
disposed of as follows: (1) One-tenth 
share of St. Joseph Light & Power com- 
mon will be distributed to each share of 
United Light in October, (2) Stockhold- 


ers will receive rights early in 1950 to. 


purchase three-fifths share of Kansas 
City Power & Light for each share held, 
at a low price (possibly $7-$8). (3) One- 
half share of Iowa Power & Light com- 
mon will be distributed, possibly in the 
second quarter of 1950, and three-fifths 
share of Iowa-Illinois Gas & Electric 
common will be distributed about a year 
from now. No opposition to the liquida- 
tion plan has yet appeared. Break-up 
value is estimated by Lawrence Cooper of 
Argus Research and other analysts at 
around $30 a share, compared with the 
current price around 26, 

West Penn Electric — No important 
developments, except that the dividend 
rate was raised to $1.50 annually. The 
streamlining plan remains before the 
SEC, 

aa 


Security Markets Advance 


oTH the bond and stock markets have 

been giving a better account of 
themselves in recent weeks, The govern- 
ment’s announcement of a continued 
cheap money policy resulted in a sharp 
upswing in bonds; there had already 
been a good demand for new issues by 
institutions, as the result of increased 
savings by individuals this year, The 
average yield on long-term governments 
has dropped from 2.40 per cent to 2.25 
per cent, and on tax exempts from 1.82 
per cent (the high this year) to 1.48 per 
cent. 

The resulting effects on yields of 
utility securities and the cost of new 
financing are shown in the chart, page 
173. Utility bonds have not fully fol- 
lowed the lead of governments, possibly 
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because of the continued heavy flow of 
new offerings, and preferred stock yields 
have been little affected. Yields on com- 
mon stocks increased slightly, but if the 
recent market trend continues, yields 
will be down again. 

The stock market up to July 18th had 
recovered almost all the ground lost dur- 
ing May 14th-June 11th, The recent rise 
in stock prices is a little hard to explain 
in view of threatened industrial strikes 
and the decline in industrial activity, but 
chart readers explain that July is usually 
a favorable month regardless of the news, 
The rise in commodity futures, moderate 
improvement in the metal situation, and 
Washington’s new “deficit financing” 
policy, may also help explain the more 
hopeful action of the stock market. 


ad 
Inspection of Utility Plants 


|» prewar years it was customary for 
any firm managing an underwriting 
syndicate for an issue of utility securities 
to send a representative (usually a utility 
analyst) to inspect the utility plant and 
write a comprehensive report of his find- 
ings for the syndicate’s “due diligence” 
files, However, the advent of the war 
made transportation difficult, Also, the 
initiation of competitive bidding involved 
a much heavier burden of expense for 
these trips; with five to ten groups bid- 
ding for small bond issues, there would 
obviously be a great deal of useless ex- 
pense for unsuccessful syndicates if the 
old rule was adhered to. Hence legal ad- 
visers no longer stress the duty of inspec- 
tion, and the practice has largely gone 
out of fashion. 

However, this situation has developed 
at a time when the utilities are building 
a number of important new generating 
plants and are doing a considerable 
amount of stock as well as bond financing. 
Some utilities have felt that it was im- 
portant for Wall Street analysts to in- 
spect their new plants, and also to get 
better acquainted with company officials 
and bring themselves up to date on the 
company’s development and outlook. 
Hence, a number of utilities have ar- 
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ranged inspection trips, at their own 
expense, this year for parties of bankers, 
analysts, and press representatives. 






ONSUMERS Power organized a New 
York-Philadelphia group to attend 
the dedication of the Cobb plant April 
28th at Muskegon, Michigan, Consoli- 
dated Gas of Baltimore on May 23rd 











arranged an elaborate and successful tour 
dain of its plants and the city of Baltimore, 
ikes providing transportation for analysts and 
but institutional men from Boston, New 
ally York, and Philadelphia. 
WS, Central Maine Power invited Wall 







tate Street representatives to attend the dedi- 
and cation of the Skelton station at Dayton, 
ng” Maine, on June 8th. Consolidated Edison 





recently held an all-day, round-table con- 
ference and inspection trip. Public Serv- 
ice Electric & Gas, in connection with its 
bond financing, invited a group to inspect 
the new Sewaren station and other plants. 
Commonwealth & Southern and its sub- 



























of Business Economics) has written an 
11-page article on “The Demand for Pro- 
ducers’ Durable Equipment.” He has at- 
tempted to appraise the extent to which 
outlays have exceeded normal current re- 
placements and growth requirements. 
During 1947-48 and early 1949 about 8 
per cent of the gross national] product 





for holding company, Southern Company, 
ing recently arranged for a group of statis- 
ies ticians, bankers, and investment coun- 
ity selors to make an 8-day inspection trip 
nd of Southern’s plants in Georgia, Florida, 
d- Mississippi, and Alabama. 
e” It has long been customary for rail- 
ar roads to invite press representatives, 
he analysts, and bankers to inspect their 
ed properties. The utility companies, in 
or adopting the idea at this time, are creating 
d- good will for the industry and helping 
ld to educate investors, through their Wall 
c- Street advisers, regarding the remarkable 
1e engineering progress and operating effi- 
1- ciency reflected in their new plants, 
q ee 

Postwar Capital Expenditures 
/, I* the June Survey of Current Busi- 
, ness, S. Morris Livingston (chief of 
the national economics division,. Office 
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was expended for durable equipment as 
compared with a prewar high level 
around 6 per cent in 1929, 1937, and 
1940-41. For the entire period 1920-41 
the average was about 5 per cent, al- 
though during depression years and the 
wartime period the ratio ranged between 
2 and 4 per cent, The use of these ratios 
allows for the growth of the national 
economy and the changes in price level, 
but not for increased mechanization of 
production nor for differential price 
movements. 

An interesting chart is presented show- 
ing the growth trend in private outlays 
during 1869-1949, reduced to 1929 prices. 
Assuming the correctness of these trend 
figures, outlays during the period 1930- 
1945 were below normal, and recent large 
expenditures have not as yet sufficed to 
offset more than a small part of this 
deficit. But to the extent that private in- 
dustry has taken over government war 
plants, the chart may be somewhat mis- 
leading, since it seems doubtful whether 
these figures are included. While current 
outlays are considered about 25-50 per 
cent above normal, Mr. Livingston con- 
cludes that outlays may continue to aver- 
age well above the secular trend. 


fp $21 billion of private outlays for 
producers’ durable equipment in 
1948 was apportioned approximately as 
follows: automobiles, trucks, etc., for 
business use, 24 per cent; farm ma- 
chinery, 12 per cent ; manufacturing and 
mining equipment, 31 per cent ; railroads, 
electric utilities, and telephone utilities, 
14 per cent; miscellaneous utilities, 
trades, and industries, 19 per cent. 

“Appraisal of the remaining backlog 
of demand for equipment involves three 
sorts of judgments,” thinks Mr. Living- 
ston: “Whether, and to what extent, the 
consumption of end products is still re- 
stricted by shortages—or whether it is 
abnormally high? What, in the opinion 
of business management, is the stock of 
equipment needed to best handle the ac- 
tual or potential volume of business? 
How much of the present stock of equip- 
ment is still overage and would be re- 
placed if it could be?” 
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No clear-cut answers to these ques- remaining backlog should maintain bet- 
tions are possible. However, it seems ob- _ter-than-average purchases over the next 
vious that in most lines the more urgent several years, he concludes. Telephone 
demands have now been largely taken companies have more nearly caught up 
care of, While there is still a backlog of with requirements than the electric utili- 
potential demands, their satisfaction may _ ties. The demand for automobiles appears 
be subject to various delaying influences larger than that for trucks and farm 
such as price considerations, proof of equipment, and in the railroad field the 
greater efficiency, the current sales out- demand for Diesel locomotives is still 
look, etc. Total outlays in 1949 are ex- large, while that for freight cars is less 
pected to be below last year, but the important. 


e 


CURRENT UTILITY STATISTICS AND RATIOS 
Amount Per Cent Increase 
Latest Latest Latest Latest 
Unit Used Month 12 Mos. Month 12 Mos. 
Operating Statistics (April) 

Output KW H—Total Bill. KWH 23.3 288.0 
Hydro generated as 
Fuel generated 

Capacity Mill. KW 

Customers, no Mill. 

Fuel Use: Coal Mill. tons 

Mill. MCF 
i Mill. bbls. 
Coal Stocks Mill. tons 
Sales, Revenues, and Rates (A pril) 
KWH Sales—Residential Bill. KWH 
Commercial . 
Industrial 
_ fk ee 
Revenues—Residential 
Commercial 
Industrial 
Total, incl. misc. sales 
Revenues and Income (April) 
Elec. Rev., incl. misc. rev. ........ 
Misc. Income 
Expenditures (April) 
Fuel 
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Misc. Expenses 
Depreciation 
Taxes 
Interest 
FE er 
Earnings and Dividends (April) 
Net Income 
Preferred Div. (est.) 
Bal. for Common Stock (est. ) 
Common Dividends (est.) 
Balance to Surplus (est.) 
Utility Financing (June)* 
Bonds 
Stocks 
Total 
Life Insurance Investments (January Ist-July 11th) 
Utility Bonds “ 630 
Utility Stocks 47 
Total 677 
% of All Investments 22% 


D—Decrease. *Data for all utilities (electric, gas, telephone, etc.), including refunding issues. 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 


7/13/49 Indicated 
i Dividend A ieee 
teld 


Price 


About 


Natural Gas—Retail 

Arkansas Natural Gas ... 
Atlanta Gas Light 
Columbia Gas System .... 
Consol. Gas Util. ........ 
Consol. Nat. Gas 

Houston Nat. Gas 
Indiana Gas & Water .... 
Kansas-Neb. Nat. Gas .... 
Laclede Gas Light 

Lone Star Gas 
Minneapolis Gas 

Mission Oil 

Mobile Gas Service 
Montana-Dakota Util. .... 
National Fuel Gas 
National Gas & Elec. .... 
Okla. Natural Gas 

Pacific Lighting 

Pacific Pub. Serv. ....... 
Peoples Gas L.& C....... 
Rio Grande Valley 
Rockland .Gas 

Southern Union Gas 
Southwest Nat. Gas ..... 
Texas Pub. Serv. ........ 
United Gas 

Washington Gas Light ... 


* 


NANQOOOAVNANNAOAMOSCOAMOCOMAMOENA 


Natural Gas—W holesale and Pipeline 
El Paso Nat. Gas 2 
Interstate Nat. Gas 

Mississippi River Fuel ... 
Missouri-Kansas P. L. ... 
(Mountain Fuel Supply ... 
Northern Nat. Gas 

Panhandle East. P. L. ... 
Republic Natural Gas .... 
Southern Nat. Gas 

Southern Production 

Southwest Gas Produc. .. 
Tem. Gas Trams: .......; 
Texas Gas Trans. ....... 
Texas East. Trans. ...... 


Averages 
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Manufactured Gas—Retail 
O Alabama Gas 

C Bridgeport Gas 

S Brooklyn Union Gas 

O Hartford Gas 

O Jacksonville Gas ... 

C Kings County Lighting ... 
O New Haven Gas Light ... 
O Providence Gas 

O Seattle Gas 


Averages 


Rate 


$ .40 
1.20 
75 
70 
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12 Mos. Current Previous % In 
: Period crease 
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Dec. 
Mar. 
Mar. 


44% $1.44 
1.55 
1.01 
1.78 
3.46 
1.42 
1.56 
1.70 

91 
2.07 
1.03 
2.05 
2.44 
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D—Decrease or deficit. E—Estimated. C—Curb Exchange. O—Over-counter or out-of- 
town exchange. S—New York Stock Exchange. *Company serves mixed gas but the trend in 
most cases is toward greater use of natural gas, hence the separate classification was discontinued. 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, 
AND WATER COMPANIES 
7/13/49 Indicated Share Earnings Price- 
Price Dividend Approx. 12 Mos. Current Previous % In- Earn, 
About Rate teld Ended Period Period crease Ratio 
Telephone Companies 

Bell System 
Ames. Tel. & Te, «05 ..0s. 
Cinn. & Sub. Bell Tel. .... 
Mountain Sts. T. & T. ... 
New England Tel. ....... 
Focus 2a, @ 7G. ......% 
So. New Eng. Tel. ....... 


45 $7.69 
76 = 3.85 
3.00 


z 


Feb. $9. 
Dec. a 
Mar. 7.90 
Mar. 4.26 
May 6.21 
Dec. 2.22 


LN BANN 
CUNowap 


a 
a 
gz 


Averages 


Independents 

Associated Tel. A 
General Telephone 
Peninsular Ted. .......... 
Rochester Ted. .....00cc0 


Mar. 
Dec. 
Dec. 
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Transit Companies 

Baltimore Transit 

Capital Transit 

eS ee eee 
oS eee 
Dallas Ry. & Term. ...... 
Duluth Sup. Trans. ...... 
Kansas City Pub. Ser. 

Los Angeles Transit 
Nat’l. City Lines 

Phila. Transit 

Rochester Transit 

St. Louis Pub. Ser. / 
Syracuse Transit 

Third Ave. Transit 

Twin City Rapid Tr. 
United Transit 
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Dec. 
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Dec. 
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Dec. 
May 
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Dec 
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Water Companies 

Holding Companies 

Amer, Water Works i . Mar. 
N. Y. Water Service .00 8 Mar. 
Northeastern Water ~- Mar. 


Operating Companies 
Calif, Water Serv. ...... 
Elizabethtown Water .... 
Hackensack Water 
Indianapolis Water 
Middlesex Water 

New Haven Water 

Ohio Water Serv. 

Phila. & Sub. Water 
Plainfield Union Water .. 
San Jose Water 
Scranton-Spring Brook .. 
Southern Cal. Water 
Stamford Water 

West Va. Water Serv. ... 
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Averages 6.1% ‘113 


D—Deficit. E—Estimated. C~Curb Exchange. O—Over-counter or out-of-town exchange. 
S—New York Stock Exchange. 
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INsEY M. Rosinson, president, 
Washington Water Power Com- 
pany, addressed the recent EEI meeting 
on “Practical Phases of Employee 
Morale.” His remarks were based not on 
theory, but on the practical experience of 
his own company in its relations with its 
employees. 
Mr. Robinson said: 


.. I should like to discuss these 
questions: How can we stimulate our 
industry’s many thousands of em- 
ployees to a higher level of morale 
which will result not only in an impres- 
sive effort to preserve private enter- 
prise but in a crusade? How can we 
make employees conscious of the 
world-wide trend that threatens them ? 
Is it possible to make employees suffi- 
ciently informed that they can speak 
of their jobs in terms of freedom? 


He told then, in a brief recital, of 
some of the contributions to public un- 
derstanding made in recent years by em- 
ployees of his company : 


... The percentage of population that 
stood up on the company’s side and 
said that private industry is good to do 
business with has steadily increased. 
The same broad surveys that probed 
into the public attitude, the surveys 
that showed us why the consumer was 
unhappy and what activities we should 
work at to make him pleased, also told 
us where we stood. On thirteen im- 
portant counts that have to do with 
business practices, the Washington 
Water Power, compared with other 
leading industries in the area, stands 
today in first position. Courtesy — 
promptness—cooperativeness — com- 
munity building — reasonable policies 
—in such items as these the company 





What Others Think 


More Echoes from the 
EEI Meeting 





stands high. That appreciation of the 
company has come through employee 
effort. What’s more important, how- 
ever, a professional survey in the area 
shows that 75 per cent of all voters 
touching our power lines favor the 
company as against public operation 
of the electric industry. Only 14 per 
cent favor public power. 

Each of you in this audience could 
recite a long list of obstacles in the past 
several years that have swept in upon 
us like an avalanche to threaten the 
well-being of private industry. ... Em- 
ployees generally have not been aware 
of the many regulations and laws that 
have affected us. We have not taken 
time to tell them. In the Northwest, it 
seems that an all-out effort has been 
made to liquidate private enterprise in 
the electric industry. Out there, we 
cannot close our eyes to what is hap- 
pening. Sometimes I groan inwardly 
when I tell it, but the Northwest has 
acquired a reputation for being not 
only rugged, but quite radical. Into 
the Northwest—this little Soviet of 
America—has drifted more than our 
share of the nation’s do-gooders and 
fellow travelers, all of whom are Work- 
ing twenty-four hours a day. 

We have been given the third degree 
by Federal bureaus; powerful com- 
bines have perfected a shocking under- 
ground organization with but one goal 
—government ownership—the death 
of private industry. National groups, 
with not the slightest interest in north- 
west development, but with a keen an- 
ticipation of control, have exerted 
pressures seldom seen by a military 
task force. We ask ourselves out there 
in the Northwest, how does it happen 
that we have survived at all? Still, as 
I say, in spite of all this, our employees, 
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plus acceptable company policies, have 
won the consumer to our side, 


c - importance of the human and 
personal aspect in all of our rela- 
tions was touched upon in these words: 

But really now, should it surprise us 
that employees in any organization can 
effectively win friends? Should any 
executive express surprise or doubt 
that employees are full of latent enthu- 
siasm, not to mention their many good 
ideas? In the first place, consider how 
very intimate are the contacts of the 
men and women, old and young, about 
us. Some of our employees have spent 
their entire lives in the communities 
they serve. When sickness befalls a 
neighbor, it is our employee who sits by 
the bedside. Gifts between families are 
exchanged at graduation and Christ- 
mas time. Husbands hunt, play golf, 
and build boats together; the wives 
chatter over the telephone and argue at 
bridge only as women can. The 
children, too, create an intimate bond 
of friendliness which—when it comes 
to a showdown in the small circle of 
friends—will outweigh harmful propa- 
ganda. The roots of our employees 
touch upon the deepest of human emo- 
tions. Their conversations deal with 
love and hate, vanities and ambition, 
good and evil, right and wrong. These 
are the very foundation stones of our 
civilization. Consequently, I am not 
surprised when a spark to their enthu- 
siasm touches off a great spectacle. 
Our employees can accomplish what 
they set out to accomplish. They are on 
the inside track. They have tickets to 
the front row. 

Secondly, in this serious problem of 
winning friends, the effectiveness of 
our employees is found in that simple 
word coverage. Employees filter into 
nearly all levels of society, and they 
possess a remarkable range of interests 
and abilities. Some are almost in the 
genius class; others have had little 
schooling. Some employees hobnob 
with the professionals. Always you 
find a few on good footing with gov- 
ernment workers, or the Major Gen- 


eral. Still others, who make no pre- 
tense to special achievement, but who 
work at many useful tasks, have close 
friendships with some of the 15,000,- 
000 union workers throughout the na- 
tion; what’s more, they rub elbows 
with many of the 46,000,000 nonunion 
workers. These people on our pay- 
rolls are in a position to do industry 
immeasurable good, providing—lI say 
providing—that we who have the re- 
sponsibility for leadership will take 
time out to lead them. It is all a ques- 
tion of interest, of understanding. 
From our standpoint, it is entirely a 
problem of morale. 


Then to be a bit more specific, Mr. 
Robinson cited an instance which might 
be typical. He said: 


... Suppose, for example, one of your 
linemen, or an accountant, drops in to 
visit a neighbor. He makes several 
such calls each week and we assume 
that he must have at least ten such 
neighbors. Surely the forests our 
grandparents had to cope with have 
given way to that many houses in an 
electric service community. Suppose, 
too, that the neighbor in question be- 
gins to quote from a radio program 
broadcast the night before. This is the 
way it usually goes. Comments the 
neighbor, and I quote: “Well, Charlie, 
our politician, Mr, Hate, sort of gave 
your electric company a going over 
last night. Yeah, heard him on the 
radio. You know, the way he’s got 
things sized up, the government stands 
for progress and good living for all. 
Yep, politician Hate says he can make 
this a wonderful world if we just give 
him a chance. Now Mr. Hate thinks 
your electric company is holding up 
progress. He says all you big com- 
panies care about is profits.” 

Now this imaginary quote is not as 
imaginary as you think. It is the basis 
of much of our difficulty. It is sad but 
true that most of our thorns in the elec- 
tric industry grow on that one single 
bush — people want something for 
nothing. The age-old appeal to greed, 
envy, laziness, and self-pity — these 


AUG. 4, 1949 180 































































items are all included in the campaign 
of propaganda, and unfortunately we 
often fail to identify propaganda as 
such, The utility employee sitting there 
listening to such comments will do one 
of three things, depending entirely 
upon how he feels. Either he will look 
wise and say nothing, or he will agree 
with his neighbor, adding experiences 
of his own; or if he likes his job and 
understands it, he will fairly jump at 
the chance to explain. 


OQ: in the Northwest, the speaker 
said, when they found—as a result 
of a careful opinion survey—that some 
employees were unhappy, they set out at 
once to correct the difficulty. Training 
conferences were held for supervisors, 
monthly information meetings were 
brought up to date on current events, and 
policies were carefully explained. “Why 
is it,” he asked his audience, 


that many supervisors are willing to 
work overtime hours for their com- 
pany? Why will a girl cancel a date to 
get the job done? I am inclined to 
think that the answer can be largely 
found in the fact that these willing em- 
ployees are impressed with the im- 
portance of their work—what it means 
to others—the shadow of an ideal. 
People think with what’s in their heads. 
We also act with what’s in our heads. 
Consequently, at the Water Power, 
employees so familiarized themselves 
with company policies and with the 
issue of free enterprise that response 
was second nature with them. The re- 
lationship between private enterprise 
and personal freedom became more 
than information. It flowered into a 
deep conviction, a belief... . 

I must say that employees have fair- 
ly good understanding. They know the 
value of voluntary action as well as we 
do. And when we told them about our 
past elections, where — I remember 
one instance—only about 15 per cent 
of the voters at one time supported us 
at the polls; when we told them about 
the falsehoods, and false statements 
heaped upon us, our employees wanted 
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to do something about it. Eighty-six 
per cent of our personnel volunteered 
to give active help the first day of our 
meetings. After that, our major worry 
was to give these employees a definite 
assignment, something practical to do. 

All good sales contests make use of 
the principle of competition. They 
say that even a horse will run faster if 
it has something to spur it on. Then 
why not make use of competition to 
stimulate our employees to do a better 
job making friends? One division was 
accordingly pitted against the other. It 
was a genuine, old-fashioned selling 
contest. We had no bookkeeping to 
bother with, no merchandise to stock. 
We had nothing to do in the contest 
except make friends. 


ND now, with employees well in- 
formed on company affairs and 


policies, how do they go about it when 
they set out to win customer alliances to 
the company? Mr, Robinson’s comments 
on this are impressive, for they disclose 
the essentially practical application of the 
measures advocated, 
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He observed : 

When you leave friendship to em- 
ployees, what is their technique? Time 
will not permit the avalanche of ideas 
that come in—genuine employee en- 
thusiasm. However, I will say this: 
Our workers know more about human 
relations than we give them credit for. 
They built community skating ponds, 
organized boys’ clubs for the under- 
privileged, and dared to settle griev- 
ances, many of which had existed for 
twenty years. It may be a case in point 
to mention how our employees ap- 
proached the schools. That is a com- 
mon problem. 

The approach to the little red school- 
house was something like this. °Em- 
ployees first went to the superintend- 
ent. And they started to talk. “Let 
some of us with experience help you 
people publicize the fine things the 
schoolteachers are doing.” That was 
the approach. Do something for the 
other fellow. Who could get mad at 
that? It was a much needed service, 
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too. The public didn’t know and the 
schools were hardly prepared to tell. 
Soon a dozen window displays were 
circulated in downtown store windows. 
Full-page feature stories appeared in 
the newspapers. Radio skits were 
written. Regular monthly dinner meet- 
ings permitted teacher groups to pre- 
sent their problems to the businessmen. 
Month after month this went on. A 
speakers’ group took the subject of 
education to business and civic groups. 
A colored movie was proposed showing 
typical school accomplishment. School 
questions were included in local sur- 
veys, and results turned over to scores 
of principals. 

The secret of friendship had been 
found. It was the Golden Rule put to 
work again. Do unto others — you 
know the rest. Did teachers appreciate 
this assistance? Indeed they did, Soon 
the teachers were calling the company’s 
telephone number, requesting that an 
employee visit the school to explain 
meter reading and how to read the 
light bill. The teachers asked the com- 
pany to show its motion pictures; to 
give demonstrations ; 11 requests came 
in one day—20 to 30 per month. Ina 
60-day period 150 schools had asked 
for literature that would explain the 
company’s side of public power. 
Library kits were prepared to fill these 
requests and another hundred kits are 
now being prepared. . . . In the 12- 
month period, our employees gave a 
total of over 1,600 talks, reaching more 
than 85,000 people; employees en- 
couraged 1,200 outside organizations 
to use company windows for display 
purposes; another 400 organizations 
utilized our lobbies and floor space; 
over 20,000 deliberate acts of kindness 
were performed. Community building 
projects were numbered at nearly 4,- 
000; some 10,000 newcomers were 
called upon personally; nearly 5,000 
grievances were cleared up. And you 
would be surprised at the quantity of 
literature that was mailed. 


n closing the recital of his company’s 
experience in the value of building 
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employee morale, Mr. Robinson de- 
clared: 


The time to enlist employee support 
is now. It seems quite possible to me— 
almost a reality—that if our employees 
are presented with facts, and if they 
have the right attitude, uninformed in- 
fluence in our organizations will give 
way to excellent morale. What’s more, 
it is just possible that if each employee 
somehow can be made responsible for 
the friendship of—say thirty families 
over the next few years—our public 
relations would be greatly strength- 
ened. It would indeed be wonderful if 
our employees, under our leadership, 
could save the heritage that has made 
this meeting possible today. 


Other addresses of general interest 
were delivered by widely known utility 
executives and others in related fields. At 
the same time there were many papers 
presented on technical and detailed opera- 
tional phases. All represented important 
contributions to the industry’s fund of 
knowledge. 


Emory GLANDER, tax commission- 

* er of Ohio, and president, Na- 

tional Association of Tax Administra- 
tors, presented a discussion on the grow- 
ing burden of taxation in this country. 
His paper—‘Protecting the Taxpayer” 
—pointed out that 
... Too many people have the delusive 
impression that governments can in- 
dulge in an everlasting orgy of spend- 
ing at the expense of persons other 
than those directly benefited. Our na- 
tion is suffering from a chronic attack 
of the “gimmes,” and it is high time 
that we face the facts! . . . The facts 
which I ask you to face are calculated 
in the billions. . . . 

Look back with me for a moment 
across the vista of the last three 
decades. It is 1917 and the national 
economy is geared to the first World 
War. Yet the total tax burden in the 
United States is but $34 billion. Let 
ten years pass. It is 1927, and our na- 
tion is on the threshold of that other 
era of inflation when everyone thought 











WHAT OTHERS THINK 














“HO, HUM! I CAN HARDLY STAY AWAKE ON THIS JOB!” 


the millenium had dawned. Even then, 
the cost of all government in this coun- 
try was but slightly over $9 billion. 
Now move ahead another decade and 
it is 1937, We are in the terrible thir- 
ties when our government was “shoot- 
ing the works” in pump-priming proj- 
ects of many sorts. Even then our an- 
nual tax burden had moved up to only 
$123 billion. Of course, we are putting 
much of the cost “on the cuff” through 
deficit financing, but nevertheless the 
contrast with the present is startling. 


people work about fifteen weeks out of 
fifty-two for government. Federal 
taxes alone last year were about $2 
billion more than the total national in- 
come just fifteen years ago. The truth 
of the matter is that the percentage of 
all taxes to national income has more 
than doubled in the last twenty years. 
This trend, sooner or later, will take 
its tragic toll of our American standard 
of living. 


b game the speaker was frank in say- 
ing that he did not know what spe- 
cific governmental expenditures should 
of 1,500 per cent in the short span of _ be cut, he did urge the need of at least 
thirty years! two reforms in governmental finance. He 
Taxes in the United States now con- said: 
sume about 30 per cent of our total ... One is the need for budgeting and 
nationa] income, This means that our accounting procedures that will clearly 
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From $3 to $9 to $12 to $52 billion in 
the annual tax take—that is an increase 
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show the people what spending pro- 
grams are contemplated, what they will 
cost, and how wisely the money has 
been spent. 

I have been scanning the reports of 
the Commission on Organization of 
the Executive Branch of the Govern- 
ment, of which Mr. Herbert Hoover is 
chairman. . . . In the report on budget- 
ing and accounting, the commission 
proposes a plan which would tell Con- 
gress and the public two things: “1. 
On Budgeting: What is the money 
wanted for? 2, On Accounting: What 
do the taxpayers get for it?” In other 
words, the commission recommends 
“that the whole budgetary concept of 
the Federal government should be re- 
fashioned by the adoption of a budget 
based upon functions, activities, and 
projects.” It calls such a document a 
“performance budget.” . . . 

I think that businesslike budgeting 
and accounting, from the Federal gov- 
ernment on down, would expose star- 
tling information. I believe it would 
reveal countless cesspools of waste and 
extravagance that always develop in 
governmental units that, having no 
controls, tax and spend and spend the 
tax. 


In concluding his studied comments on 
the tax problem, Mr. Glander stated: 


In discussing our growing tax bur- 
den and the need for legislative and 
administrative reforms, I have spoken 
quite intentionally in a serious mood. 
I fully realize that on every side there 
are increasing legitimate demands for 
additional revenue to provide for the 
general welfare of our people. Never- 
theless, I think we have reached a point 
where increases in the services of gov- 
ernment, no matter how desirable they 
may be, must be evaluated in terms of 
the burden upon the taxpayer. There 
was a time when this was a factor in 
determining how much governmental 
service should be bought with public 
funds. It must be a factor once more. 
There are powerful lobbies behind the 
tax spenders. There are very few 
spokesmen for the taxpayers. Some- 
how, in our wilderness of taxes, their 
voices must be heard, 

Protect the taxpayer and you protect 
the revenue. 


Se views expressed by this informed 
speaker are searching in their 
analysis of the problem of the increasing 
burden of taxes. It would seem that 
some of the points set forth might well 
serve as basic material to arouse taxpay- 
ers to the need that “their voices must 
be heard.” 





“ HAVE an especially warm spot in my heart for the rail- 
roads .. . and, for my money, the real orchid must go to 


the men who pulled the railroads of America out of the mess 
in which they were left by the government following World 
War lI. And to many of these same men awhole flock of orchids 
for the tremendously magnificent job they did in operating the 
railroads under private management during World War IT. As 
you know, the contrast with respect to transportation between 
1918 and 1944 was something to write home about. And cer- 
tainly this goes far to prove that the American system of free 
enterprise produces better results than any other system in 
the world.” 
—CLoup WAMPTER, 
President, Carrier Corporation. 
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The March of 


Events 


In General 


Court Test for Public Power? 


or the first time since the original 

Tennessee Valley Authority Bill was 
passed upon by the Supreme Court in 
1936, the private utility industry will get 
a chance to test the constitutionality of 
Federal “invasion” of its field, it was 
learned early last month, 

Perhaps inadvertently, the opportunity 
has been provided by a suit filed in the 
Denver Federal district court by the 
Reclamation Bureau against eight de- 
fendants, including the cities of Denver 
and Colorado Springs and the Public 
Service Company of Colorado. 

Counsel for the utility declared in a 
statement to the New York World- 
Telegram that the agency “opened the 
door” to presentation of the utility view 
when it asked the court to determine “its 
rights and responsibilities” under Senate 
Document 80, enacted by the 75th Con- 
gress, which also passed the Norris Bill 
permitting extension of the TVA idea to 
all parts of the country. 

The Reclamation Bureau, after long 
battling with the utility over plans to erect 
transmission lines for the Colorado-Big 
Thompson project, on May 4th, rejected 
a compromise proposal under which the 
power company pledged to provide all 
the power needed by the agency’s “pref- 
erence customers,” if it agreed not to 
erect the duplicate lines. 

The utility company, said its counsel, 
contends that, “although not authorized 
to do so,” Reclamation Bureau plans to 
erect power lines exceeding the 192 miles 
authorized by Congress. The Reclama- 
tion decision to seek “clarification” of 
Congress’ intent provided the long- 
sought chance to ask judicial review of 
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the government’s réle in the private 
utility field. 


REA Approves Loan 


HE Rural Electrification Adminis- 

tration last month approved an $8,- 
400,000 loan to the Dairyland Power 
Codperative, of LaCrosse, Wisconsin, 
for additional generation and transmis- 
sion facilities. 

The new loan provides the 4-state 
power cooperative with funds to build a 
new steam plant at Cassville, Wisconsin, 
install a new boiler at the Alma, Wis- 
consin, steam plant, 66 miles of 69-kilo- 
volt and 29 miles of 34.5-kilovolt trans- 
mission lines, and build 10 new substa- 
tions and a new office building and ware- 
house near LaCrosse. 

Dairyland is the power source of 25 
REA-financed distribution codperatives, 
which serve approximately 67,000 farms 
and other rural consumers in Wisconsin, 
Minnesota, Iowa, and Illinois, 

Dairyland officials said in their appli- 
cation for the loan that the new facilities 
are necessary to meet the rapid load 
growth of the distributing co-ops. They 
said that power use along the lines of the 
distributors had doubled during the past 
three years. 


Construction Expenditures 
Surpass Estimates 


HE American Gas Association, un- 

der the sponsorship of the commit- 
tee on economics, recently completed a 
resurvey of the construction program of 
the gas utility industry which indicates 
estimated gross construction expendi- 
tures of $3.5 billion for the 5-year period 


AUG, 4, 1949 





PUBLIC UTILITIES FORTNIGHTLY 


1948-1952, inclusive. This figure is said 
to be slightly higher than the $3.3 billion 
estimate released by the committee in 
October, 1948, and indicates that the ex- 
pansion and modernization plans of this 
industry have not abated and have ac- 
tually increased slightly at a time when 
several other major industries have either 
completed their postwar programs or 
have recently curtailed them. 

This further expansion in the gas in- 
dustry is in response to the continuing 


consumer demand for its services, par- 
ticularly for natural gas. Total capital 
requirements of the industry are about 
$100,000,000 greater because of the need 
of additional internal funds for purposes 
other than construction. 

Of the $3.5 billion, $770,000,000 were 
spent in 1948 and it is expected that the 
1949 expenditures of $943,000,000 will 
exceed last year’s peak with $1.8 billion 
to be spent during the last three years 
covered by this survey. 


Arkansas 


Fights Trolley Fees 

APITAL TRANSPORTATION COMPANY 
has filed suit in Pulaski Chancery 
Court in an effort to keep Arkansas Rev- 
enue Commissioner Dean R. Morley from 
collecting any license or registration fees 

on its electric trackless trolley coaches. 
The company alleged Mr. Morley has 
made assessments against it in the ag- 
gregate sum of $6,115 as fees for regis- 
tration and licensing of the 35 electric 
coaches owned and operated by the 
transit company on the streets of Little 


Rock. It further alleged the commis- 
sioner has stated his intention of pro- 
ceeding to collect the fees and of causing 
the plaintiff to be arrested and prose- 
cuted for failure to pay such fees and 
obtain licenses for its electric trackless 
trolley coaches. 

The company stated the license fees 
sought are illegal and invalid. Trolley 
coaches are identical to streetcars and 
not considered motor vehicles, motor- 
buses, or automobiles, the company 
alleged. 


California 


Funds Voted to Continue 
Study 


4 & California assembly last month 
voted to give the joint legislative 
committee on water problems $50,000 
to continue its studies but only after 
considerable debate on whether it should 
go into the question of state ownership 
of the Central Valley project. 


The state assembly turned down an 
amendment presented by Assemblyman 
Joe Lewis of Kern county. Lewis 
sought to prevent the committee from 
spending any money advancing the cause 
of state contro] of the project. 

The water committee recently submit- 
ted a report recommending the state take 
over the project from the Federal 
government. 


District of Columbia 


Asks Gas Rate Hike 


BB Washington Gas Light Com- 
pany on July 14th filed with the Dis- 
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trict of Columbia Public Utilities Com- 
mission a petition for a $900,000, or 7 
per cent, increase in annual gas rates, 
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and asked that the increase be made 
effective August 15th. 

The company’s operating revenues 
within the District for the twelve months 
ended May 31st were stated to have been 
$12,116,000. That sum was said to be 
more than $1,500,000 insufficient to pro- 
vide “reasonable return on fair value.” 
The company is asking for only $900,000 
more of gross operating revenue in the 
hope of avoiding a lengthy hearing, fol- 
lowed by litigation, and of thus obtain- 
ing speedier financial relief. 

The rate base valuation of the gas 
company’s property within the District 
is $32,600,000. Upon this the commis- 
sion recognizes a 6 per cent return as 
reasonable. The company contends that 
it is now earning less than 3.5 per cent 
a year, 


Stock Deal Postponed 


C= of the Capital Transit Company’s 
controlling stock probably will be 


delayed until fall or winter. North 


> 


THE MARCH OF EVENTS 


American Company, present holder of 
the 109,458 shares which a group of Flor- 
ida businessmen have contracted to buy, 
recently announced the purchase agree- 
ment has been extended until November 
Ist. 

It was to have expired July 12th. 

Purpose of the extension was under- 
stood to be to allow time to obtain Inter- 
state Commerce Commission approval 
as well as that of the Securities and Ex- 
change Commission. 

Under the ICC Act, any change in 
control of two transit companies requires 
ICC approval. Capital Transit owns a 
subsidiary line, the Montgomery Bus 
Lines, which runs to Rockville, Mary- 
land, and thus presumably comes under 
ICC control, although that agency plays 
no part in setting bus or trolley fares. 

The Florida group, headed by L. E. 
Wolfson of Jacksonville, filed applica- 
tion with the ICC for approval of the 
proposed sale. Hearing was set immedi- 
ately by the ICC, 


Indiana 


Transit Fare Increase Granted 


N increase in transit fares for In- 
dianapolis was approved early last 
month, effective July 13th. The commis- 
sion gave its consent to an 11-cent fare 
on streetcars, busses, and trackless trol- 
leys of the Indianapolis Railways, Inc., 
and a 2-cent transfer fee. The previous 
rate was 10 cents, Transfers were free. 
Harry Reid, president of the utility, 
issued a statement saying the company 
management was “grateful” for the fare 
increase, but pointed out it may be neces- 
sary to ask the commission for the 13- 


cent cash fare, two tokens for a quarter, 
originially requested. This will happen 
if the cost of providing transit service 
continues to increase and if current ne- 
gotiations for increased wages impose 
additional burdens on the company, he 
said. 

The increased rate will remain in 
effect six months unless extended by the 
commission, the order said. Indianapolis 
Railways also was ordered to file state- 
ments of monthly operating costs and 
balance sheets with the commission not 
later than thirty days after the close of 
each calendar month. 


* 


Kentucky 


Suit Seeks to Bar Election 


A= attempting to bar the city of 
Paducah from conducting a vote 
in November on the question of purchas- 


187 


ing local properties of the Kentucky 
Utilities Company was filed in McCrack- 
en Circuit Court at Paducah last month. 

The suit was filed by the Kentucky 
Utilities Company and L. P. Hite and 
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Foster Jones. Hite, division manager of 
the company, and Jones, local manager, 
sued as individual taxpayers “and on 
behalf of all other citizens and taxpay- 
ers.” 

The suit attacked the validity of an or- 
dinance adopted by the board of city 


commissioners which calls for a vote on 
the issuance of revenue bonds to pur- 
chase the company’s electric system and 
to convert it into a municipally operated 
system. Under the ordinance power 
would be purchased from the Tennessee 
Valley Authority. 


a 
Michigan 


Commission to Print Rules 


H. McCartay, newly appointed 

state public service commission chair- 
man, recently told the special legis- 
lative committee on administrative rules 
that the commission should have no fixed 
policy on public utility matters, but 
should be “governed by the evidence.” 

The question arose when the commit- 
tee learned that the commission had no 
compiled set of rules, regulations, and 
policies. 

The state commissioners were ordered 
to compile these rules and regulations by 
September Ist, and policies by Septem- 
ber 15th. 

McCarthy was named chairman by 
Governor Williams, who has been criti- 
cal of rate increases—particularly “in- 
terim” or immediate raises authorized 
before a case is completed, 


Fights to Bar State Gas 
Control 


N attempt to keep control of Detroit’s 
wholesale gas supply from the state 
public service commission was started 
recently by Corporation Counsel Ray- 
mond J. Kelly. 

He was promised aid by the attorneys 
for the Michigan Consolidated Gas Com- 
pany and the Michigan-Wisconsin Pipe- 
line Company at a hearing last month 
before the city council on current litiga- 
tion over new gas supply facilities. 

“We have not fared very well before 
the MPSC,” Kelly said. “I prefer to deal 
with the Federal Power Commission on 
wholesale rates.” 

The gas company lawyers agreed to 
draft a memorandum expressing good 
faith with Kelly on his stand. 


Minnesota 


Gas Rate Increase Proposed 


HE Minneapolis Gas Company last 
month served notice of intention to 
increase rates for gas users, The rate in- 
crease proposal, first sought by the com- 
pany since 1942, was filed with Nathan 
Harris, city research engineer. 
It was estimated the proposed new 


rates would cost the average user 11 
cents a month more than at present, and 
the average family with home heating 
approximately $7.12 more per year on 
the basis of eight heating months, 

The increase would be effective July 
Ist, with the new rate first appearing 
on August Ist billings. 


Missouri 


Union Control Act Repealed 


On labor won its fight for re- 
peal of the state’s union control 
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act. Governor Forrest Smith, with labor 
leaders as witnesses, signed a bill repeal- 
ing the Madison Act, almost two years 
after it was approved July 22, 1947, His 
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action climaxed one of the bitterest fights 
of this year’s legislative session. 

The Madison Act barred jurisdictional 
strikes (fights between unions), sym- 
pathy strikes, strikes against govern- 
ment, and secondary boycotts. It also set 
up compulsory arbitration. It said no 








Competitive Rate Cut Allowed 


or the first time a private power com- 

pany was given permission in Oregon 
on July 11th to reduce its electric rates 
in order to meet competition of a pub- 
licly owned power system. 

Public Utilities Commissioner George 
H. Flagg ruled that the Pacific Power 
& Light Company can cut its rates at The 
Dalles in order to meet the rates of the 

















Meter Sharers Face Rate Boost 


EPARATE families who share electric 

meters face higher rates from the 
Duquesne Light Company, The company 
is conducting a survey among its resi- 
dential customers to find out who will 
have to pay. 

An estimated 44,000 consumers in the 
Pittsburgh area are expected to be sent 
the higher bills when the survey is com- 
pleted at the end of August. 














Commission Criticized 
Sb. state public service commission 

acted “contrary to the public in- 
terest” in permitting the Wisconsin 
River Power Company to flood 21,000 
acres of timbered land in the Petenwell 
dam area of the Wisconsin river in 
Adams and Juneau counties, a special 
state legislative committee that investi- 
gated the situation reported recently in 
the assembly. 









THE MARCH OF EVENTS 





a 
Pennsylvania 





strike could be called unless a majority 
of the eligible union members voted for 
it. 

Organized labor made repeal of the 
law an issue of the 1948 political cam- 
paign, The measure will become effective 
on October 14th. 


* 


Oregon 


northern Wasco county people’s utility 
district. 

Flagg’s order was considered far- 
reaching because it might set a pattern 
whereby other power companies can re- 
duce their rates in order to meet local 
competition by public power agencies. 
Flagg, however, told the company it 
could not increase its rates in the rest of 
its system in order to make the reduction 
at The Dalles, 


“Share-the-meter” is an outgrowth of 
the war, when homes were converted 
into multiple dwellings to ease the hous- 
ing shortage. 

Since June, the neighborhood meter 
readers have been asking housewives 
how many families live in each home, 
and what electrical equipment they use. 

Those who “share-the-meter” will be 
billed under Rate V-Rider 12 unless they 
rearrange wiring to get back on a single 
meter Rate C. 


> 


Wisconsin 


The report was signed by four mem- 
bers of the 7-man committee, A minority 
committee report also was filed. Senator 
Leverich (Republican, Sparta), com- 
mittee chairman, charged that the mi- 
nority report had been written by a 
power company lobbyist. 

In addition to finding the public serv- 
ice commission delinquent in permitting 
the flooding of the Petenwell area, the 
committee majority recommended that 
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the Wisconsin River Power Company 
owes it to the public to remove timber 
and brush from the area, The firm, it 
said, should cut all areas now flooded at 
six feet below present water levels and 
immediately cut all timber in areas not 
yet flooded. 

A further indication of the attitude of 
some legislators toward the state com- 
mission was seen in the action of the as- 
sembly in passing a joint resolution di- 
recting the attorney general to “be alert 
to see that all commission orders” on the 
Petenwell dam are obeyed. 

The assembly also voted to approve a 
resolution asking legislative council ac- 
tion. Under the resolution, the council 
would investigate whether the public 
service commission is enforcing a law 
requiring public utilities to keep separate 
financial records on services and on ap- 
pliance sales, Sponsor of the measure 
said he understood some utilities counted 
appliance sales expenses when comput- 
ing costs for rate purposes. 

The attorney general, in compliance 
with the assembly’s resolution, relayed 
to the state public service commission 
a request that the case be reopened and 
further hearings held. 


Court Upholds Antistrike Law 


. ie state supreme court last month 
upheld the constitutionality of the 
state’s two-year-old utility antistrike law. 

The law passed by the 1947 state legis- 
lature prohibits strikes, lockouts, and 
slowdowns in telephone, gas, electric, 
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transportation, communication, and oth- 
er public utility companies, It set up a 
system of conciliation and compulsory 
arbitration by the state to settle utility 
labor-management disputes. 

The supreme court, in an opinion writ- 
ten by Justice Grover Broadfoot, said 
“there can be no question as to the power 
of the legislature to declare whether or 
not there shall be such a law. The public 
has a vital interest in the continued op- 
eration of essential public utility serv- 
ices. This law was enacted for the bene- 
fit and protection of the rights of the 
public.” 

The court’s decision was given in a 
test case started by the Milwaukee local 
of the CIO United Gas, Coke, and 
Chemical Workers Union. 

The recent ruling upheld a lower court 
decision by Milwaukee Circuit Judge 
Daniel W. Sullivan last winter. 


Senate Passes Transit Bill 


MN assembly bill to permit the creation 
of a public corporation to own and 
operate the transportation system in 
metropolitan Milwaukee was passed last 
month by the Wisconsin Senate, The 
vote was 25 to 2. 

The metropolitan area would include 
parts of Waukesha and Ozaukee coun- 
ties. The bill authorizes the city of Mil- 
waukee and suburbs to set up a metro- 
politan authority to operate a public 
transportation system. The authority 
would be controlled by a 7-member non- 
paid board. 


Wyoming 


Pipe-line Plan Killed 


JOINT application for an $8,419,880 

pipeline from Worland, Wyoming, 

to Bakersfield, Montana, was turned 

down by the state public service commis- 
sion last month, 

The Montana-Dakota Utilities Com- 
pany and the Montana-Wyoming Gas 
Pipe Line Company asked the commis- 
sion for permission to construct and op- 
erate the 340-mile line. The application 
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was denied because the line would in- 
volve movement of natural gas in inter- 
state commerce, according to a commis- 
sion spokesman. 

The company had contended the line 
would provide gas for Montana con- 
sumers, and at the same time eliminate 
complaints by farmers in the Worland 
area that natural gas from wells in the 
region is “flaring” and causing damage 
to their crops. 




















Progress of Regulation 


Supreme Court Upholds Allowance of Call 
Premium on Preferred Stock 


HE Securities and Exchange Com- 

mission, in dealing with the liquida- 
tion of Engineers Public Service Com- 
pany, allowed preferred stockholders to 
receive the call (or voluntary liquidation 
and redemption) prices for their shares ; 
namely, $105 per share for one class, and 
$110 per share for two other classes. 
Common stockholders argued that the in- 
voluntary liquidation preference of $100 
a share should have been allowed. 

The Federal district court and the Fed- 
eral court of appeals had declined to give 
effect to the plan as approved in this re- 
spect by the commission, but the United 
States Supreme Court has now upheld 
the commission disposition of the case. 

In a long opinion Justice Rutledge dis- 
cussed the earlier decisions on participa- 
tion rights when companies are reorgan- 
ized or liquidated under the pressure of 
the Holding Company Act. He distin- 
guished those cases in which the assets 
were inadequate to meet the claims of all 
security holders. 

The Engineers Public Service Com- 
pany has no debt. The system’s average 
earnings coverage of fixed charges and 
preferred dividends for the last five years 
prior to submission of the plan was 1.4 
times. For these five years average earn- 
ings coverage of preferred dividends was 
1.5 times. There was evidence that apart 
from call provisions and on the basis of 
quality and yield the three series of pre- 
terred stock should be valued at $108.70, 
$119.57, and $130.33, respectively. The 
fair investment values of the preferred, 
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in view of the redemption privilege, were 
said to be $106.25, $111.38, and $111.50, 
respectively, There was no serious chal- 
lenge to these conclusions as to fair in- 
vestment value, in each case exceeding 
the call prices. 

It was said to be the commission’s duty 
in passing upon the fairness and equity of 
the plan to accord each security holder 
in the order of his priority the investment 
or going-concern value of his security. It 
was noted that the doctrine of allowing 
equitable equivalents on present going- 
concern value to replace stated charter 
liquidation value as the measure of se- 
curity satisfaction did not and was not in- 
tended to destroy charter or contract 
rights to priority of satisfaction, 

The investment value or going-concern 
value theory, said Justice Rutledge, rested 
upon the premise that Congress intended 
to exercise its power to simplify holding 
company systems and to remove un- 
economic companies without destroying 
legitimate investment value. It was con- 
sistent with this premise that the invest- 
ment value determined by the commission 
be the investment value the securities 
would have if it were not for the liquida- 
tion required by the act. 

The court also ruled on the scope of 
judicial review under § 11(e) and decid- 
ed that proceedings under this section 
should be in harmony with appellate pro- 
ceedings under § 24(a) of the Holding 
Company Act. Both sections, it was ob- 
served, are parts of the same statute, de- 
signed to give effect to the same legisla- 
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tive policies and to secure uniform 
application of the statutory standards. 


Securities and Exchange Commission v. 
Central-Illinois Securities Corp. et al. 


Federal Power Commission Cannot Regulate 
Transfer of Natural Gas Leases 


ue Supreme Court affirmed the de- 
cision of the United States Court 
of Appeals, Third Circuit, denying the 
Federal Power Commission the right to 
regulate a transfer of natural gas leases 
by an interstate natural gas company to 
a subsidiary organized to hold the leases 
and sell gas produced, in Federal Power 
Commission v. Panhandle Eastern Pipe 
Line Co. 76 PUR NS 129, 172 F2d 57. 
Panhandle had organized Hugoton Pro- 
duction Company to take over these 
leases. 

The “production or gathering of nat- 
ural gas” is excluded from commission 
jurisdiction by § 1(b) of the Natural Gas 
Act. The Natural Gas Act, says the Su- 
preme Court, did not envisage Federal 
regulation of the entire natural gas field 
to the limit of constitutional powers, It 
contemplated the exercise of Federal 
power as specified in the act, particularly 
in that interstate segment which the states 
were powerless to regulate because of the 
Commerce Clause of the Federal Con- 
stitution. The jurisdiction of the Federal 
Power Commission was to complement 
that of the state regulatory bodies. 

The commission sought to distinguish 
between the activities of production and 
gathering, such as drilling, spacing wells, 
or collecting gas, and the facilities, such 


as reserves and gas leases, used therefor. 
It argued that only the former were ex- 
cluded from the coverage of the act. The 
court refused to ascribe “such a narrow 
meaning to the words.” Leases, it was 
said, are an essential part of production. 

In reply to arguments that the com- 
mission had jurisdiction because of pow- 
ers granted by § 7(c) of the act with re- 
spect to certificates of convenience and 
necessity and those granted by §§ 4 and 5 
to determine reasonable rates for trans- 
portation and sale, the court said that 
these sections do not concern the produc- 
ing or gathering of natural gas but have 
reference to interstate sale and trans- 
portation and are so limited by their ex- 
press terms. 

Nothing in the sections indicates that 
the power given to the commission over 
natural gas companies by § 1(b) could 
have been intended “to swallow all the 
exceptions of the same section and thus 
extend the power of the commission to 
the constitutional limit of congressional 
authority over commerce.” 

Similarly, the restriction on abandon- 
ment contained in § 7(b) would cover 
only facilities subject to the jurisdiction 
of the commission, Federal Power Com- 
mission v. Panhandle Eastern Pipe Line 
Co. et al. 


Utility Owner’s Salary Proper Operating Expense 


x Hy Montana commission authorized 
a water company to increase flat 
rates as well as meter rates. The new 
rates would yield a return of 4.22 per 
cent. The commission said that it was 
not necessary to say what a reasonable 
return should be, but that it was sufficient 
to say that a return of 4.22 per cent was 
not excessive and should be allowed. 
The former rates had been approved in 
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1939. They were lower than previous 
rates which had been in effect since 1916. 
The new rates constitute a return to the 
rate which had been in effect originally. 
Some witnesses objecting to an in- 
crease considered the return on the basis 
of the cash consideration paid by the 
present utility owner, and on that basis 
considered the present return adequate. 
The commission stated that the general 
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rule is that evidence of purchase price 
should be considered, but that it is not 
controlling or entitled to great weight in 
determining present value. 

Another witness contended that all 
revenue paid to the owner was return on 
investment. The commission ruled, how- 
ever, that an individual owning a utility 
is to be treated the same as a municipality 
or corporation in the allowance of op- 
erating expenses. A utility owner is en- 
titled to be reimbursed for personal serv- 
ices performed by him on the same basis 
as any other person. Such salary is an 
operating expense and cannot be consid- 


REGULATION 


ered by anyone as return on investment. 

The commission noted that the Mon- 
tana Supreme Court has stated the rule 
to be followed in determining value for 
rate-making purposes. The commission 
was required, by virtue of the court de- 
cision, to determine the value at the time 
of hearing. No fixed method of deter- 
mining present value was prescribed. The 
commission believed that it should weigh 
the various values in the light of the facts 
surrounding them and give such weight 
to them as appeared proper. Re Valley 
Water Co. (Docket No. 3693, Order No. 
2074). 
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Territorial Division Yields to Public Interest 


T= application of a number of rural 
residents for telephone service con- 
nections with a large statewide and inter- 
state telephone system was approved by 
the Missouri commission, 

The issue presented to the commission 
involved a division of territory between 
several small privately owned telephone 
exchanges and the large company. Under 
this division new subscribers were re- 
quired to look for service to the exchange 
servicing the area in which they resided. 
The applicants resided in the territory of 
one of the smaller companies. 

The commission observed that condi- 
tions in the area had _ substantially 


changed since the division of territory 
was made and that the interests of the 
people had gravitated in different direc- 
tions than perhaps had been anticipated. 

What would best serve the community, 
and not what the owners of the exchanges 
desired, was considered a determining 
factor. The commission pointed out that 
in the past it had gone a long way towards 
holding intact territories which owners 
of telephone property were authorized to 
serve but felt that changes in population 
and community growth necessitate 
changes in facilities if a community is to 
be adequately served. Re Buntin (Case 
No. 11353). 


e 


Exemption from Competitive Bidding Limited 


To Large 


HE Securities and Exchange Com- 
mission denied an application for 
exemption from competitive bidding re- 
quirements of the sale by a holding com- 
pany and its subsidiary of all or a portion 
of subsidiary common stock. The com- 
mission did find, however, that the cir- 
cumstances warranted an exemption if 
the entire block were sold at one time. 
The holding company and the sub- 
sidiary proposed to negotiate with under- 
writers but if negotiations for sale of the 
entire block of stock proved impossible 


Stock Sale 


or unsatisfactory, only a part of the 
shares would be sold in this offering and 
the remainder later. The holding com- 
pany proposed to use the proceeds of the 
sale, together with other corporate funds, 
to make additional equity investments in 
subsidiaries. These investments would be 
used for construction programs of the 
subsidiaries. 

It was urged that the commission had 
granted an exemption to the holding com- 
pany in connection with an earlier sale of 
subsidiary stock. The commission said 
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it had granted that exemption in the light 
of the conditions then prevailing, but 
each request for an exemption must be 
considered on its own terms and on the 
basis of the circumstances existing at the 
time of its consideration. 

The subsidiary’s stock was said to be 
relatively unseasoned. The company was 
relatively small and little known, and the 
market for the stock was consequently 
only moderately absorptive. But this did 


+7 


not furnish sufficient basis for the kind 
of blanket exemption requested. The 
commission did give weight to this factor, 
however, and believed that it was of suf- 
ficient weight, so far as marketing the 
entire block was concerned, to make it 
reasonable for the management not to 
undertake a sale of the entire block at 
competitive bidding. Re American Power 
& Light Co. et al. (File No. 70-2131, Re- 
lease No. 9150). 


Charter Not Essential to Utility Status 


‘te Missouri commission ruled that 
it had jurisdiction to hear complaints 
of water consumers against a threatened 
discontinuance of service by a privately 
owned water system. Its jurisdiction in 
such a matter, the commission said, does 
not depend upon charter authority or 
franchise rights but on whether or not 
there has been an actual dedication of a 
portion of the system to public use. 

The commission found that the owners 
of the water system, by voluntarily estab- 
lishing the lines and rendering service for 


gain in the area involved, after having 
held themselves out to do so, placed them- 
selves under its jurisdiction and could not 
discontinue service without approval. 

The commission recommended that the 
consumers attempt to purchase the well 
and pumping equipment from the system 
owners so that they would be assured of 
service. The question of allowing the 
water system to be discontinued was re- 
served until negotiations for its transfer 
had been completed. Carpenter et al. v. 
Johnston (Case No. 11,437). 


e 


Commission Control over Pending Matter Continues 
After Statutory Change 


HE Pennsylvania commission, on 
hearing a would-be subscriber’s 
complaint against a water authority’s 
denial of service, observed that although, 
after it originally undertook to hear the 
matter, it had been deprived of jurisdic- 
tion by legislative enactment, its jurisdic- 
tion once having attached would continue 
until the matter had been disposed of on 
its merits. 
A resident of the water authority’s 
service area had been denied service for 
the reason that the water supply was in- 


adequate and that the authority desired to 
conserve water for residents of the mu- 
nicipal subdivision in which it was 
located. 

The commission ruled that such action 
was unreasonable and unjustified and 
that the authority had to make every ef- 
fort to serve every applicant for service 
residing within its service area. The 
commission ordered that water service 
be made available forthwith. Musser v. 
State College Borough Authority (Com- 
plaint Docket No, 14158). 


Telephone Service a Privilege and Not a Right 


HEN the Missouri commission was 
informed by the state attorney gen- 
eral that a telephone company had been 
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enjoined by a municipal court from dis- 
continuing telephone service to a news 
service until it had been authorized to do 


194 








‘ 


eS 





so by the state commission, service dis- 
continuance was authorized. 

In February, 1947, the utility, upon be- 
ing notified by state authorities that the 
news service had been using its telephone 
as an instrumentality to violate state law, 
discontinued service. The subscriber had 
no service whatsoever for two years, 
during which time no effort was made to 
show that the telephone use was lawful 
and that the company rule permitting dis- 
continuance upon notification of unlaw- 
ful use should not be invoked. Under 
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these circumstances, the commission 
argued, it would appear to be a safe as- 
sumption that the charge of unlawful use 
was true. 

The commission pointed out that a user 
of telephone service has no vested right 
to it. The commission described tele- 
phone service as a privilege available to 
citizens of the state upon their compli- 
ance with the reasonable rules and regu- 
lations established by the state police 
power. Re Southwestern Bell Teleph. 
Co. (Case No. 11608). 


e 


New York- Puerto Rico Shipments Not Interstate Commerce 


HE special term of the New York 

Supreme Court for New York 
county upheld a motor carrier’s conten- 
tion that a limitation in its express re- 
ceipts of $50 liability for loss was valid, 
notwithstanding the fact that such a 
limitation was not permissible under the 
Interstate Commerce Act. 


The court based its ruling on the 
ground that a carrier of goods operating 
trucks in connection with shipments be- 
tween Puerto Rico and New York is not 
operating in interstate or foreign com- 
merce within the provisions of the act. 
New Zealand Ins. Co, v. Porto Rican 
Express Co. 66 NYS2d 281. 
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Limits of Judicial Review Emphasized 


TS Kentucky Court of Appeals 
affirmed an order of the state direc- 
tor of transportation awarding a motor 
carrier certificate to applicants who were 
generally inexperienced in bus operation. 

Several competing applicants had ap- 
plied for authority to render bus service 
to transport miners to and from their 
place of work. The director of trans- 
portation had awarded a certificate to ap- 
plicants who, though inexperienced in bus 
operation, were financially able to carry 
through with the project and were ex- 


perienced businessmen with a knowledge 
of coal mining. The court ruled that, 
since there was sufficient evidence to sup- 
port the director’s decision and no evi- 
dence that he had acted in an arbitrary 
manner, it could not change his decision. 

The court emphasized that it was not 
within its province to decide whether one 
of the other applicants might have been a 
better choice, since the selection of the 
carrier was an administrative question. 
Southeastern Greyhound Lines v. Pen- 
dleton, 217 SW2d 962. 


e 


Commission Not Required to Protect Contract Carriers 


J eee company’s application for 

a contract carrier permit was ap- 
proved by the Wyoming commission 
after a hearing at which the carrier satis- 
factorily demonstrated its physical and 
financial ability to render satisfactory 
service. 
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Objectors to the new service attempted 
to show that it would have a harmful 
effect on existing contract carrier serv- 
ice in the state. Such testimony should 
be excluded, the commission said, upon 
timely objection being made, since the 
effect of the proposed service on com- 
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mon cafrier service only is important. 
The commission is not required to pro- 
tect existing contract carriers. 

The commission concluded its remarks 
by pointing out that it lacked the author- 
ity to require contract carriers to prove 


public need for their service as a condi- 
tion precedent to their right to use state 
highways, as such a requirement would 
project contract carriers into the cate- 
gory of common carriers. Re Riddle 
(Docket No, M-1381). 


Commission Does Not Question Statute’s Constitutionality 


“Lo complaint of a common carrier 
of motion picture film against un- 
lawful service by a competitor was sus- 
tained by the Louisiana commission. 

The state legislature in 1948 passed a 
statute removing motor carriers of mo- 
tion picture film from an exempt list and 
requiring that these carriers obtain cer- 
tificates from the commission. The op- 
erations complained of were those which 
were allegedly beyond the carrier’s 
grandfather rights. 

The carrier admitted that he had not 
served the areas in question prior to the 
critical date set in the statute but con- 
tended that the state commission was 
without authority over his operation since 
all shipments of motion picture film are 
in interstate commerce and that the 
statute removing the exemption was un- 
constitutional. 

The commission conceded that if a pro- 
ducer of motion pictures in California 


Convenient Means 


HE Massachusetts Department of 
Public Utilities dismissed a citizen’s 
petition for a certificate to operate as a 
motor carrier of passengers for hire 
where no public convenience and neces- 
sity for the service was established. 
The department pointed out that while 
“necessity” does not mean indispensably 


shipped the pictures to a film exchange in 
Louisiana and intended that the film 
would be further transported to a defi- 
nite place in Louisiana, such a shipment 
would be interstate commerce. However, 
in the absence of such a specific intent, 
the commission continued, shipments of 
motion picture film from a film exchange 
in Louisiana to other points within the 
state are intrastate shipments within the 
jurisdiction of the state commission. 

The commission answered the objec- 
tion of unconstitutionality by stating that 
it, as an administrative and quasi judicial 
body, is under the duty of assuming that 
each legislative enactment is constitu- 
tional unless and until the courts have 
declared it to be otherwise. It indicated 
to the objecting carrier that the constitu- 
tionality of statutes is a matter for the 
courts to decide. Transway, Inc. v. Ex- 
hibitors Delivery Service, Inc. (No. 5009, 
Order No, 5042). 


More Than Handy 


necessary, neither does “convenience” 
mean that the service would be handy or 
easy of access. The department observed 
that while the proposed service would be 
of some value to some members of the 
public, the record did not establish that it 
would be suitable to the over-all] needs of 
the public. Re Nolan (DPU 8115-A). 


Allocation of Gas Transmission Expenses 
Involved in Rate Case 


order of the state commission estab- 
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Bas Ohio Supreme Court upheld an 
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lishing gas rates in Cincinnati in place 
of ordinance rates. There were disputes 
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over expense allowances, proof of a rate 
base, and the fairness of the allocation 
of gas transmission costs. 

After giving effect to all contentions of 
the city, it appeared that the highest rate 
of return which the company could re- 
ceive from ordinance rates would not ex- 
ceed 4.9 per cent, and that the highest 
rate of return which the company would 
receive from rates fixed by the commis- 
sion would not exceed 6.5 per cent, The 
court, therefore, ruled that the ordinance 
rates were properly determined to be un- 
just and that the new rates .were not 
unjust or unreasonable so far as custom- 
ers were concerned, 

No fault was found with the commis- 
sion’s admission into evidence of an in- 
ventory of property as of the date certain 
involved in the controversy, even though 
the inventory did not include any valua- 
tions for the property described, since the 
dollar valuation figures for the kinds and 
classes of property for that date were to 
be set forth in another document offered 
in evidence by the company. 

Moreover, it was held not to be error 
for the commission to fail to require an 
inventory for the date certain involved in 
a consideration of rates for a second or- 
dinance period where complaints against 
the earlier ordinance rates and the later 
ordinance rates had been consolidated, 
the utility provided an inventory for the 
date certain involved in consideration of 
the rates for the first period, and there 
was full information as to additions and 
retirements available. 

Although a company attacking ordi- 
nance rates has the burden of proving 
that rates fixed are unjust or insufficient, 
the court held, a decision in favor of the 
utility would be sustained if supported 
by substantial evidence, even if that ev- 
idence had been offered by the city in- 
stead of the company. 

The company was selling gas to many 
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communities, and the same production, 
transmission, and distribution facilities 
were used to supply all those commu- 
nities. 

An allocation of transmission ex- 
penses to Cincinnati was held to be fair 
when based on the ratio that the volume 
of gas delivered to that city bore to the 
total volume delivered to all communities, 
or if it would achieve results substantial- 
ly the same as one based on that ratio. 
The fact that a substantial portion of the 
gas supplied was purchased at a point 
where, without using the transmission 
system, it entered directly into the dis- 
tribution system of the company near 
that community did not, in the opinion of 
the court, make such allocation unfair. 

Expenses relating to furnishing serv- 
ices available to all customers in turning 
appliances off during the summer and on 
during the winter and inspecting them 
were held to be properly included, 

Reasonable payments for stock reg- 
istration services, stock transfer agent 
and disbursing agent services, trustee 
services and expenses, and the printing 
of reports to shareholders might, in the 
opinion of the court, be included as a part 
of the cost of service for rate-making 
purposes. 

The court observed that the business 
of operating a large gas system must 
normally be conducted by a corporation. 
It is practically impossible to conceive 
of an individual or a partnership engag- 
ing in such a business, A corporation 
naturally has certain expenses in connec- 
tion with it. This being so, these expenses 
are necessarily incident to the supplying 
of gas and properly allowed. 

The reasonable expenses of rate case 
proceedings were also held to be allow- 
able as a part of the cost of providing 
public utility service. City of Cincinnatt 
v. Public Utilities Commission, 86 NE2d 
10. 


7 


Depreciation Allowance for Right of Way 


, I \HE Pennsylvania commission, in de- 


termining the value of telephone 
property for rate-making purposes, con- 
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sidered the fact that the company was 
a going concern, but it would not make 
a separate allowance for this element. 
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The commission made an allowance 
for depreciation for the company’s right 
of way, even though there could be no 
physical depreciation or wearing away of 
a right of way. The commission pointed 
out that under the uniform system of ac- 
counts an annual charge for depreciation 
of right of way should be set aside to pro- 
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vide for the ultimate retirement of plant 
in this account, 

The rates established for the company 
would provide a return of 6 per cent on 
the rate base, which was considered fair 
and reasonable. Public Utility Commis- 
sion v, Southern Teleph. & Teleg. Co. 
(Complaint Docket No. 14459). 


= 


Other Important Rulings 


ie Wisconsin commission author- 
ized a rate increase for a small tele- 
phone utility when its investigation in- 
dicated that the company’s present rates 
were inadequate to permit it to make 
necessary improvements. The rate au- 
thorized would provide the company with 
a return of 5.2 per cent on its present 
rate base. Re Clear Lake Teleph. Co. 
(2-U-2976). 


The New York commission approved 
a street railway reorganization where 
this would enable the company to pur- 
chase modern equipment and the plan 
was considered financially feasible, since 
the capital structure would consist of 
common stock only ; and the fact that the 
reorganization plan did not provide new 
equity capital was not considered insuper- 
able. Re VanAllen (Case 14228). 
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MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re Boston Edison Company 


D.P.U. 8272 
April 20, 1949 


—. for authority to construct electric transmission 
line; overhead construction authorized notwithstanding local 
objections. 


Construction and equipment, § 8 — Cost estimates — Temporary buildings and 
protection. 
1. The expense of such items as temporary buildings, plant protection, and 
supervision accounting is necessary in estimating the cost of a proposed 
electric transmission line about sixteen miles long, since it is reasonable to 
assume that work of this magnitude would require some temporary facili- 
ties, p. 5. 


Construction and equipment, § 8 — Cost estimates — Superintendence, engineer- 
ing, overhead, and contingencies. 

2. An allowance of 15 per cent rather than 30 per cent as suggested was 
made for superintendence, engineering, overhead, and contingencies in esti- 
mating the cost of a proposed electric transmission line where allowances 
had been made for supervision and accounting and for contractor’s profit, 
p. 6. 

Electricity, § 6 — Underground construction — Extra cable — Cost estimates. 
3. Allowance should be made for an extra cable to be installed in a second 
conduit, in estimating the cost of underground construction by a power com- 
pany, instead of planning on installation of two conduits and only one trans- 
mission cable, in order to provide for continuity of service, p. 6. 


Construction and equipment, § 5 — Overhead or underground construction — 
Public interest. 

4. Where construction of an electric transmission line is proposed and there 
is opposition to overhead construction, the effect of the Department’s order 
on the entire territory of the company and its customers must be considered, 
and the burden upon the company’s other customers resulting from in- 
creases in costs of construction that would be necessary to comply with local 
demands for underground construction is an important factor, p. 7. 


[1] 1 79 PUR NS 
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Construction and equipment, § 4 — Aesthetic considerations — Transmission line 


construction. 


5. That some damage aesthetically may result from the construction of an 
overhead transmission line is lamentable, but inevitable, and the good of the 
public at large must supersede the understandable and commendatory desire 
of people in the locality to prevent invasion by a major high-tension trans- 


mission line, p. 8. 


Construction and equipment, § 5 — Electric transmission line — Cost of under- 


ground construction. 


6. Construction of an overhead electric transmission line was authorized 
notwithstanding local objections, since it would be unfair to ask utility 
customers in other towns served by the company, some of which had over- 
head lines, to bear the additional costs involved in unusual and special 


underground construction, p. 8. 


APPEARANCES: Frederick Manley 
Ives and William A. Cook, appearing 
on behalf of the petitioner; Carl A. 
Sheridan, on behalf of the towns of 
Sudbury, Lincoln, and Wayland; 
Reuben L. Lurie, on behalf of the 
Wayland Home Owners’ Association. 


By the Commission: This is a peti- 
tion of the Boston Edison Company 
under the provisions of Chap 164 
(§ 72) of the General Laws (Ter. 
Ed.) as amended for a determination 
that a proposed line in the towns of 
Sherborn, Natick, Framingham, Way- 
land, Sudbury, Lincoln, and Weston 
and the city of Waltham is necessary 
for the purposes alleged and will serve 
the public convenience and is consistent 
with public interest. 

Upon this petition the Department, 
after due notice, held a public hearing 
in the council chamber, city hall, 
Waltham, on August 3, October 5, 
October 14, November 9, December 1, 
and December 16, 1948, respectively, 
at which time all interested parties 
were heard and testimony received. 
Briefs by counsel were submitted after 
oral argument. 

The petitioner is a Massachusetts 
public service corporation authorized 
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to generate, transmit, sell, and dis- 
tribute electricity. It desires to con- 
struct and use a line for the transmis- 
sion of electricity for distribution in the 
area served by the company for supply- 
ing electricity to its customers includ- 
ing other electric companies, municipal 
lighting plants for distribution and 
sale, railroads, street railways, and 
electric railroads. The proposed line 
will run from a point on the southerly 
side of the location of The New York, 
New Haven and Hartford Railroad 
Company in the town of Sherborn, 
through the towns of Sherborn, Na- 
tick, Framingham, Wayland, Sudbury, 
Lincoln, and Weston and the city of 
Waltham to a new substation to be 
erected in the city of Waltham in the 
approximate location shown on the 
map annexed to the petition and made 
a part thereof entitled “Boston Edison 
Company Transmission and Distribu- 
tion Department, Key Map of Trans- 
mission Line Framingham to Wal- 
tham,” dated June 15, 1948. 

As described in the petition, it is 
proposed to construct this line as an 
overhead line 16.61 miles in length on 
a private right of way to be cleared 
and kept cleared. The conductors are 
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to provide for one 3-phase circuit with 
sufficient strength to withstand a $-inch 
ice load and 8 pounds of wind pressure 
at zero degrees Fahrenheit with normal 
voltage of 110,000 volts and a normal 
carrying capacity of 75,000 kilovolt 
amperes. The conductors, together 
with the necessary insulators and 
ground wires, will be carried on wood 
creosoted poles together with the neces- 
sary bracing. This proposed line when 
completed will close the gap in what 
may be called a transmission ring 
whereby large blocks of power may be 
readily transmitted from the various 
sources of generation or points of re- 
ception from other companies to the 
petitioner’s distribution centers. 

At the present time, the petitioner 
has three main generating stations, 
namely, “Mystic” in Everett with a 
capacity of 150,000 kilowatts, “L” 
street, South Boston, with a capacity 


of 250,000 kilowatts, and “Edgar” at 
Weymouth with a capacity of 161,000 


kilowatts. This latter station is to be 
increased by 85,000 kilowatts in Au- 
gust this year (1949) and by another 
85,000 kilowatts in either 1951 or 
1952. At present a 110,000 volt line 
of 130,000 kilowatt capacity is in serv- 
ice between the “Mystic” station and 
a substation in Woburn, where con- 
nection is made with the New England 
Power Company’s lines to the north 
through the substation in Tewksbury, 
at which point connections are made 
with all of that company’s hydro- 
generating stations on the Connecticut 
and Deerfield rivers. The petitioner is 
now constructing a 110,000-volt line 
from Woburn substation to a substa- 
tion now under construction at 
Waltham. 


On the south and west the petition- 


er’s high-tension lines run from 
“Edgar” station in Weymouth wester- 
ly to a substation in Medway where 
connection is made with lines of the 
New England Power Company which 
run westerly to the New England 
Power Company switching station at 
Millbury. At that point, connections 
are made to all of the New England 
Power lines including its steam gen- 
erating sources of supply at Provi- 
dence, Rhode Island. Also at Med- 
way, the petitioner has a line to Fram- 
ingham. Upon the completion of the 
line petitioned for, the petitioner will 
be in a position to transmit large 
blocks of power either generated and 
sold or purchased on an economical 
basis that should result in benefit to 
its customers. 

Opposition to the construction of 
this proposed line commenced soon 
after the filing of this petition. Many 
of the citizens of Lincoln, Wayland, 
and Sudbury attended the hearings and 
were recorded in opposition to same. 
As outlined by counsel for the towns 
of Lincoln, Wayland, and Sudbury 
and counsel for the Wayland Home 
Owners’ Association, the opposition is 
practically confined solely to the type 
and location of construction, namely: 
overhead construction in the said 
towns, it being conceded that public 
convenience and necessity require the 
additional transmission facilities to be 
provided by this proposed line and that 
they are necessary and will serve the 
public interest. 

The principal point made by counsel 
for the towns and other counsel was 
that the petitioner, to avoid overhead 
construction in these towns, should 
have planned a shorter route, either 
by overhead type of construction or 
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by the underground type of construc- 
tion. 

The estimate for constructing the 
line, as stated in the petition, 16.61 
miles in length is $1,176,000, i.e., 
$70,800 per mile or $13.41 per lineal 
foot. 

At the hearing and following con- 
ferences with town counsel and others, 
the petitioner furnished estimates as 
to the cost of constructing a portion of 
the line underground so as to avoid 
passing overhead through Lincoln, 
Wayland, and Sudbury. These es- 
timates were based on overhead con- 
struction as originally planned for the 
portion of the line beginning at the 


Description of Line, etc. 


Overhead construction, per mile 
Sherborn to Saxonville, per foot 


4.4 miles will cost 


Underground construction, per mile 
per foot 


7.6 miles 
Grand Total 


Counsel for the towns claimed that 
the above estimates were unreasonably 
high since they were based on the type 
of construction used by the company 
in constructing the underground line 
between the “Mystic” station in 
Everett and the Woburn substation 
and that the type of construction 
known as the “Oilostatic Transmission 
System” could be constructed 9: a far 
less cost than the estimates offered 
by the comparty’s representatives as 
outlined in the preceding paragraphs. 
Thereupon, all parties agreed that sep- 
arate estimates for this latter type 
(“Oilostatic”) of construction would 
be prepared by both the towns’ con- 
sulting engineer and the Edison Com- 
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WOU We GD, seccccctececsvscccceucs $2,095,894 


Sherborn terminal and continuing a 
distance of 4.4 miles to a point in 
Saxonville where the proposed right 
of way would cross the highway 
known as the Connecticut Path. From 
this point the line would continue un- 
derground a distance of 7.6 miles in 
Connecticut Path to and along Route 
20 to Tavern road and Stokes street 
and to the Waltham switching station. 
Estimates of different arrangements 
of circuit and spare ducts based on 
ducts encased in concrete, each con- 
ductor in a separate duct filled with 
oil, 3 conductors to a circuit. together 
with a control cable are outlined be- 
low: 
8 Ducts 
i Circuit 
$70,800 
$13.41 
$311,250 
$324,370 
$61.43 
$2,465,216 
$2,776,466 


8 Ducts 
2 Circuits 


$70,800 
$13.41 


$311,250 


$466,930 
$88.43 


$3,548,672 
$3,859,922 


4 Ducts 
1 Circuit 


$70,800 
$13.41 


$311,250 


pany’s representatives, which were sub- 
mitted at a later date. 

In comparing these later submitted 
estimates, it was found that both par- 
ties used the same figures for the 
portion over which no controversy is 
pending, namely, the 4.7 miles of over- 
head construction from Sherborn to 
Saxonville. This portion of the line 
was estimated to cost $336,300 or 
$70,800 per mile. On the proposed 
underground portion, i.e., 7.9 miles 
from Saxonville to Waltham, there 
was a wide variance between the es- 
timates. 

The following summary gives a com- 
parison on a condensed basis of the 
various estimates submitted : 
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Line as petitioned for: 


16.61 miles overhead construction @ $70,800 per mile 


$1,176,000 


If constructed part overhead and part underground: 


Sherborn to Saxonville 
Overhead Construction 4.7 miles 


Saxonville to Waltham 

Underground Construction 7.9 miles 
2 pipes 1 circuit 
per mile 
per linear foot 


Saxonville to Waltham 

Underground Construction 7.9 miles 
2 pipes 2 circuits 
per mile 
per linear foot 


Total Cost 2 pipes 1 circuit, O. H. and U. G. . 
Total Cost 2 pipes 2 circuits, O. H. and U. G. . 
Excess Cost 2 pipes 1 circuit over all O. H. . 
Excess Cost 2 pipes 2 circuits over all O. H.-. 


From the foregoing tabulation it 
is apparent that the costs to go under- 
ground would be considerably greater 
than by the overhead route as proposed 
by the petitioner. These excess costs 
run from $358,300 for a one-circuit 
installation based on Sittinger’s es- 
timate to $1,509,267 for a 2-circuit 
installation as estimated by the Edison 
Company. It is natural to assume that 
the estimates of the contending parties 
in a matter of this kind err favorably 
towards the cause of the respective 
parties. To come to any conclusion 
as to the extent that these respective 
estimates may be in error, one must 
weigh the integrity of each item rather 
than adopt the simple method of aver- 
ages. We believe that the “Sittinger” 
estimates in general are too low. On 
the other hand, we believe the estimates 
filed by the company are somewhat ex- 
cessive. We find as follows on these 
figures : 

[1] General: Edison estimate pro- 
vides $70,500 for temporary buildings, 
plant protection, supervision account- 
ing, etc., whereas the Sittinger es- 


oenessbeyeees $2,102,471 
ied eput apices $2,685,267 


Widennecoeeie $1,509,267 


Town’s Estimate 
by Eng. Sittinger 


$336,300 


Estimate 


$336, 


00 ; 
($70,800) ($70,800) 


$1,766,171 
($223,560) 
($42.34 ) 


$1,198,000 


$1,534,300 
$2,079,300 
$358,300 
$903,300 


$926,471 


timate indicates that these costs are 
included in the unit prices set against 
items in other categories. The con- 
testants claim that these items reflect 
unnecessary costs. It is reasonable to 
assume that a piece of work of this 
magnitude would require some tem- 
porary facilities for the safekeeping 
and protection of the materials during 
construction together with a certain 
amount of accounting and supervision 
cost. We believe that these expenses 
are necessary. 

Excavation: The respective es- 
timates are far apart because of a 
difference of the estimates of the 
amount of rock excavation that would 
be required. Just how much ledge 
would be encountered in this proposed 
line cannot be accurately determined 
without detailed surveys. We believe 
that good practice justifies liberal al- 
lowance for rock excavation. We 
also believe that the local authori- 
ties would require that all trenches 
in the highways should be back- 
filled and tamped. After a view 
of the proposed route we believe 
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that the item of rock excavation could 
be reduced to 15 per cent leaving 85 
per cent for earth excavation as stated 
in the “Sittinger” estimate. Computa- 
tions along these lines would reduce 
this item of excavation from $229,749 
to $183,409. 

Paving: The wide differences here 
appear to apply to a difference in the 
location of the trench; the Edison 
Company plans on occupying the mid- 
dle of the roadway or pavement where- 
as the Sittinger estimate called for half 
of the trench to be outside the paved 
surface of the roadway. We believe 
that the conduits could safely be main- 
tained by placing them outside the 
paved area. Therefore the items of 
pavement removal and temporary re- 
surfacing amounting to $39,029 may 
be eliminated and we allow an item 
for restoring surface outside of pave- 


ment amounting to $13,575. 


Conduit and Cable Installation: 
The difference here whereby the Edi- 
son Company estimate exceeds the Sit- 
tinger estimate by approximately 
$56,000 is chiefly in an item designated 
by the Edison Company as contrac- 
tor’s profit, whereas the Sittinger es- 
timate states that the profit is included 
in the unit prices for placing con- 
duits and pulling and hauling cables. 
We do not believe we should make any 
reductions in any of the numerous 
items under this heading. With 
changes in contractor’s profit made 
necessary by above revisions we find 
that the estimate of $662,160 referred 
to in the exhibits as the “Barton” es- 
timate will be reduced to $581,750. 

Cable, Pipe, and Accessories: Un- 
der this heading the transmission 
cables together with the steel pipes in 
which they are carried are shown in 
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both estimates at practically the same 
prices. These prices are quotations 
from manufacturers and consequently 
there should be no variation in prices, 

[2] Superintendence, Engineering, 
Overhead, and Contingencies: Here 
we have a difference of $252,564 by 
the Edison Company over the Sittinger 
estimate. The Edison Company fig- 
ures that 30 per cent should be added 
to the total cost of the various items. 
We believe that this amount is more 
than ample to cover these items, inas- 
much as $35,000 for supervision and 
accounting has been included in items 
under the heading General and also 
since $62,330 has been included in 
contractor’s profit under the heading 
Conduits and Cable Installations. We 
believe that 15 per cent in this case 
is ample to cover the above items. 

After making the modifications re- 
quired by the foregoing, we determine 
that $1,376,243 is a reasonable es- 
timate for the work involved, assum- 
ing the installation of two pipes or 
conduits with one transmission cable 
of three conductors. 

[3] Both estimates for underground 
construction submitted to us are based 
on the installation of two conduits 
and one transmission cable. The re- 
quirement of continuity of service ren- 
ders it desirable that an extra cable 
be installed in the second conduit, so 
that the underground installation may 
be substantially as reliable as an over- 
head installation. With but one cable 
installed, a failure might result in an 
interruption in service of two days or 
more, whereas service could probably 
be restored with a minimum delay if 
another conductor group is available. 
This is comparable with the service 
interruption usually encountered when 
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trouble occurs on an overhead trans- 
mission installation. This additional 
equipment would, of course, add con- 
siderably to the cost of the under- 
ground installation, but it seems to us 
to be necessary in the public interest. 
Revising the petitioner’s estimates to 
provide for two circuits, we find that 
$1,792,924 is a reasonable estimate of 
the underground construction. 

Comparing this last figure with the 
petitioner’s estimate for overhead con- 
struction on that portion of the line 
from Saxonville to Waltham of $839,- 
700, we find that to build the line un- 
derground between the points men- 
tioned and along the indicated route 
would mean an additional expense of 
$933,224. 

[4] In considering whether public 
convenience and public interest require 
that this proposed line should be con- 
structed, we believe the effect of our 
order on the entire territory of the 
petitioner and its customers must be 
considered and the burden upon the 
company’s other customers resulting 
from the increases in costs of construc- 
tion that would be necessary in order 
to comply with the wishes of the several 
towns is an important factor. 

The Boston Edison Company has 
over 460,000 customers’ meters in 40 
cities and towns and in addition sup- 
plies energy to several municipal light 
departments together with supplying 
energy to and purchasing energy from 
other companies. Its returns to the 
Department for the year 1948 state 
its investment in Plant and Equipment 
to be $208,731,141.43 and its total 
operating revenues to be $65,393,900.- 
64. The approximate return on Plant 
and Equipment less Depreciation was 
5.86 per cent, and maintenance, de- 


preciation, taxes, and allowance for 
return on capital range from 16.22 per 
cent for overhead lines to 14.09 per 
cent for underground lines. 

To construct the line as urged by 
the intervenors would, as we have 
found, require an additional investment 
of $933,224. The carrying charges 
for this additional investment exclu- 
sive of operating costs would be ap- 
proximately $116,424 per annum. 
This is a substantial load to place on 
the other customers of the company, 
particularly since there would be no 
difference at all in the end results as 
between the two types of structures. 

Counsel-for the opponents have, in 
the main, based their arguments upon 
the effect that the overhead construc- 
tion would have upon the development 
of the communities through which it 
would run. So, we are faced squarely 


with the question of whether we are 


justified in compelling the company to 
invest more than $900,000 and to incur 
very substantial additional yearly costs 
in order to avoid such interference 
with an expanding population. 

The commission of the Department 
has gone carefully over the various 
maps introduced in evidence, and 
has taken a view of the territory 
affected. We believe that, if over- 
head construction is to be used, 
it should be built along the path 
prayed for by the company. We 
believe the proposed plans involve 
as little interference with existing and 
reasonably possible development as 
could be engineered. Apparently, no 
other route would avoid existing build- 
ings to the same degree or make more 
proportionate use of what might be 
termed marginal lands, whose utility 
is extremely doubtful. Almost one- 
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fourth of the proposed line will run 
through swamp lands, for example. 
The owners of such properties as are 
actually taken for this purpose are, of 
course, adequately protected. G. L. 
Chap 164, § 72; Chap 79. 

[5, 6] That some damage aestheti- 
cally to the neighborhood may result 
from the construction of a transmis- 
sion line is lamentable, but inevitable. 
The good of the public of the com- 
monwealth at large must supersede 
the understandable and commend- 
atory desire of the people of Way- 
land, Sudbury, and Lincoln to 
preserve their communities from in- 
vasion by a major high-tension trans- 
mission line. Similar facilities now 
extend in all directions throughout the 
commonwealth. That they are not de- 
sirable additions to a lovely country- 
side is granted: that they are such 


a major blemish as is contended by 
the opponents or that the area in 
question is entitled to consideration 
superior to that of many other sections 
of our commonwealth is far more 


doubtful. We do not believe that it is 
fair to ask the customers in the other 
towns served by the Boston Edison 
Company, some of which towns now 
have overhead lines running through 
them and may have claims to scenic 
beauty at least approaching that of 


the towns opposing this overhead con- 
struction, to bear the additional costs 
involved in such unusual and special 
underground construction. 

The problems placed before us on 
this application are by no means novel. 
So far as we have been able to discover, 
no conclusion different from that 
which we have reached has been re- 
ported upon comparable facts. See, 
for example, La Crosse Teleph. Corp. 
v. Readstown (Wis 1940) 37 PUR 
NS 188; Commonwealth Teleph. Co. 
v. Hayward (Wis 1934) 7 PUR NS 
156. Cf. Re Winchester, DPU 3071, 
PUR1928C 676; Cooney v. Southern 
Berkshire Power & Electric Co. 
(1947) DPU 7968, 73 PUR NS 56. 
The New York Public Service Com- 
mission has come to the same conclu- 
sion as ourselves upon indistinguish- 
able facts. Westchester County v. 
Westchester Lighting Co. PUR1932C 
503. 

Accordingly, after due notice and 
public hearing as required by law and 
upon consideration of the evidence and 
a view of the locus and under all the 
circumstances, the Department is of 
the opinion and hereby determines that 
the proposed line is necessary for the 
purposes alleged and will serve the 
public convenience and is consistent 
with the public interest. 
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Re Mountain States Telephone & 
Telegraph Company 


Case No. F-1400, Order No. 1986 
March 25, 1949 


PPLICATION by telephone company for authority to increase 
A rates; denied. 


Rates, § 186 — Burden of proof — Proposed rate increase. 


1. A telephone company seeking a rate increase has the burden of proving 
that the proposed rates are reasonable, p. 11. 


Rates, § 187 — Burden of proof — Increased operating costs. 

2. A telephone company’s increased operating costs which have formed the 
basis for a rate increase cannot be included in proof of necessity for addi- 
tional rate increases, p. 11. 

Rates, § 198 — Unit for rate making — Telephone company — Intrastate business. 
3. The Commission, in passing upon a telephone company’s application for a 
rate increase, based its decision upon the intrastate portion of the business, 
without agreeing that it could not use total state operations if required by 
public interest, p. 12. 


Return, § 66 — Return as a whole — Company in nation-wide system. 
4. Revenue requirements of a nation-wide telephone system may not be used 
as justification for increasing rates of a state system operated by a company 
in the nationwide organization, p. 12. 


Valuation, § 225 — Rate base determination — Future improvements in service — 
Future additions to plant. 
5. Future additions to plant, or the need of them, is not a basis for present 
telephone rates, nor are anticipated future improvements in service a justifi- 
cation for increases in present rates, p. 14. 


Rates, § 130 — Reasonableness — Quality of service. 
6. Inherent in the determination of the reasonableness of telephone rates is 
the question of adequacy and quality of service, as a matter solely within 
the operational and financial responsibility of the company, p. 14. 


Return, § 44 — Reasonableness — Risk factor. 
7. Any comparison made to test the reasonableness of telephone rates must 
give recognition to the comparative risk of speculation involved in ordinary 
stocks and bonds and the investment nature of utility securities, as well as 
the relative steadiness of utility earnings and dividends through economic 
peaks and depressions, p. 14. 


Return, § 44 — Reasonableness — Stability of company. 
8. Revenue requirements of a public utility must achieve a rate structure 
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based on stability, not a fluctuating structure that will react minutely to 
every economic change, p. 14. 


Return, § 15 — Reasonableness — Present requirements. 
9. In passing upon an application for a telephone rate increase, considera- 
tion must be given to revenue requirements of the company as they exist 
at the present time, p. 14. 


§ 120 — Reasonableness — Correction of inequities. 

10. A rate increase is justified only when it is determined that under cur- 
rent conditions the result of the increase will be to correct an existing 
inequity to the company and at the same time will not result in a mere shift- 
ing of the inequity to the public without a proper balancing of consumer 
and company interests, p. 16. 


§ 172 — Reasonableness — Value of service. 


11. Telephone rates should not be in excess of the value of service, so that 
the subscriber will pay for what he receives and the company’s growth and 


expansion is not stopped by consumer resistance, p. 16. 


Return, § 24 — Reasonableness — Capital requirements.. 
Statement in dissenting opinion that capital requirements can constitute only 
a test or guide in fixing utility rates, p. 21. 


(AuceEr, Commissioner, dissents.) 


By the Commission: On May 4, 
1948, the Mountain States Telephone 
and Telegraph Company (hereinafter 
referred to as the company ), filed with 
this Commission an application for in- 
creases in certain of its rates and 
charges. On June 29, 1948, the Com- 
mission set the case for hearing on 
August 2, 1948, at 10 o’clock a.m. 
in the Statehouse, Boise, Idaho, at 
which time a hearing was held before 
the entire Commission. The following 
appearances entered : 

Robert E. Smylie, Attorney Gen- 
eral, and Don J. McClenahan, As- 
sistant Attorney General, Statehouse, 
Boise, appearing for the Public Util- 
ities Commission and the State of 
Idaho; Richard E. Harper, Seattle, 
Washington, R. E. Larsen and L. F. 
Purvis, Statehouse, Boise, appearing 
for the Public Utilities Commission; 
Elmer L. Brock and J. H. Shepherd, 
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Denver, appearing for the applicant; 
Carey H. Nixon, Boise, appearing for 
the applicant ; Alfred C. Cordon, Poca- 
tello, appearing for the Idaho Farm 
Bureau Federation, Inc., protestants. 

The case presented by the company 
in the four days of hearings proved 
to be so technical and far reaching in 
its import, that the Commission was of 
the opinion that it required detailed 
study and analysis by its staff. The 
hearing was on the motion of the at- 
torney general continued until Septem- 
ber 27, 1948. 

This is the second time within a 
period of eighteen months that the 
company has applied to this Commis- 
sion seeking substantial increases in 
rates. In November, 1946, the com- 
pany applied for additional revenue 
totaling $526,000 annually on the 
then existing service, which was grant- 
ed by the Commission under plea of 
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emergency, effective January 10, 1947. 
By rehearing this application was ex- 
amined in detail through May, 1947. 
On rehearing, the Commission by its 
Order No. 1912 confirmed the in- 
creases previously granted, but only as 
an emergency tariff to be effective 
until January, 1949, or until further 
order of the Commission, whichever 
date proved to be earlier, and on De- 
cember 30, 1948, by Order No. 1981 
continued these increases in effect. 

The application here under consid- 
eration involves an estimated addi- 
tional increase of approximately $602,- 
000 on the service existing on May 
3lst. This would amount in the ag- 
gregate to a total of $1,128,000 per 
year, a 31 per cent increase over the 
1946 revenue. 

[1] The burden of proof is on the 
company to show that the proposed 
rate structure is a reasonable one. It 
has submitted extensive exhibits and 
testimony presenting its reasons for 
the necessity of applying for increased 
revenues. Its arguments are con- 
sidered point by point. 


With the end of the war, and sub- 
sequent lifting of restrictions affecting 
the availability of telephone service, 
there arose an unprecedented demand 
for telephone service. This demand 
far exceeded the company’s estimates 
and has continued month by month 
undiminished until at this time unfilled 
orders for service have reached an all- 
time high. Plant and facilities could 
not be and have not been provided fast 
enough due in part to material and 
labor shortages. The company has 
given service to as many applicants 
as it could, using the full capacity of all 
its facilities, consequently there has 
been a down-grading of service, attend- 


ed by a continued demand for up-grad- 
ed as well as new service. The 
company admits its service is not up 
to its usual standards, that it is in- 
adequate, and that its lines are over- 
loaded. There is ample testimony 
from witnesses in this hearing that 
the service is inferior. As a result of 
this unprecedented demand, revenues 
have increased rapidly but not as rapid- 
ly as would have been the case if down- 
grading of service had not been neces- 
sary, and if the new service demand 
could have been satisfied at the grades 
desired. 

Despite these deterrents, revenues 
have increased with increases in num- 
ber of subscribers and increased use. 
Unfortunately costs of operations and 
construction were also mounting, ap- 
parently at a somewhat greater rate 
than the increase in revenues. The 
problem soon became more serious due 
to inability to obtain materials and la- 
bor. The capacities of exchanges were 
reached, in many instances necessitat- 
ing the replacement of equipment and 
the construction of new buildings and 
pole lines. The program necessarily 
involved obtaining additional capital 
to continue the expansion of plant and 
facilities. 

With these facts the Commission 
was already familiar. They apply with 
equal force to all utilities, and this 
company is no exception. However, 
the extent, if any, to which costs are 
increasing faster than revenue is not 
presented by the company. 

[2] An examination of the exhibits 
submitted by the company on costs 
reveal that while costs are rising, the 
amount of increase is not as great as 
is indicated. In Case F-1349 (71 
PUR NS 33) the Commission granted 
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increases in rates to compensate for in- 
creased costs occurring in the period 
between 1940-1941 through March, 
1947. The company’s exhibits in this 
Case (F-—1400) use the same increased 
costs already compensated for as par- 
tial justification for this additional in- 
crease and do not reflect the fact that 
in some instances costs have decreased 
since the effective date of the rate 
increase granted in Case F—1349. For 
example, in 1941, the labor portion of 
the revenue dollar was 39.8 cents. 
This increased in 1946 to 64.6 cents 
and was fully covered by Order No. 
1922. This same increase is certainly 
not a matter again to be included in 
proof of necessity for additional rate 
increases. This is particularly true 
when a decrease occurred from 64.6 
cents in March, 1947, to 62 cents for 
the labor portion of the revenue dollar 


for the twelve months ending on March 
31, 1948. Rising material costs from 
1941 to 1947 were accorded similar 


treatment. Here again the rate of in- 
creases has decreased sharply. These 
same increases cannot again be used 
in substantiation of a second increase. 
The Commission must recognize that 
the rate of increases in costs between 
1947 and 1948 was much lower than 
had been the case in the earlier period 
and in some cases the costs actually 
decreased. 

Increasing costs must be considered 
in connection with increasing revenues. 
The business of the company has near- 
ly doubled since 1940 as represented 
by the number of telephones in service, 
the number of toll messages, and the 
net new demand for service. The 
company’s estimates through 1950 
show a continuing undiminished rate 
of growth. The development program 
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of the company is far behind current 
demand for service. The company’s 
exhibits show that greater revenues 
would be earned under conditions of 
“adequate and normal” service as the 
company defines that service. Analy- 
sis of these exhibits confirms as fact 
that under present conditions, and 
measured by the company’s definition 
of “adequate and normal’ service, 
revenues would be increasing at a rate 
slightly in excess of the increases in 
costs. 

[8,4] The company’s proof of neces- 
sity of increased rates does not rest 
so much upon a reasonable and fair 
rate of return upon property devoted 
to the public service as it does upon 
the asserted need of additional capital 
earnings necessary to support a finan- 
cial condition in the Bell System as a 
whole which would be comparable in 
earnings, dividends, and provision for 
surplus to industry generally, and 
which would, in addition thereto, pro- 
vide new capital financing amounting 
to some two billion dollars in the next 
few years on a debt capital-equity 
capital ratio of one-third—two-thirds 
respectively. This capital financing, the 
company contends, is necessary to pro- 
vide that additional plant and facilities 
required to furnish the “adequate and 
normal” service requisite to earnings 
approaching what it considers would 
then be a fair and reasonable return. 
The financial condition of the com- 
pany with respect to obtaining addi- 
tional capital is a matter vastly dif- 
ferent from that of allocating to the 
Mountain States Company a proper 
portion of the revenue requirements of 
the American Company’s twenty Bell 
System affiliates. Allocating the por- 
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tion of that amount required from 
Idaho presents still another problem. 


The company’s approach to the de- 
termination of necessary revenues is 
not the procedure heretofore followed 
involving the relationship between 
earnings and property used and useful 
in the public service. Instead it is a 
side-door passage from without the 
boundaries of the state, using as a base 
the revenue requirements of the vast 
forty-eight state operation of the 
American Telephone and Telegraph 
Company. Included are all interstate 
and intrastate operations, apportioned 
2.5764 per cent to the Mountain States 
Company; and of that amount as ad- 
justed, apportioned 5.452 per cent to 
the Idaho intrastate, a net of .140465 
per cent on a base of $5,110,394,654. 
From a practical standpoint, the Com- 
mission is obliged to observe that the 
determination of revenue requirements 
in a rate proceeding is primarily a mat- 
ter of economics and accounting. A 
difference of 1/1000 of 1 per cent on 
the American Telephone and Tele- 
graph Company rate base is an amount 
in excess of $50,000. Rate-making 
principles were never designed nor in- 
tended to achieve such minute accuracy 
as these separations would indicate 
were necessary. 

The revenue requirements presented 
by the company limit the consideration 
solely to intrastate business. This, the 
company explains, is because the Com- 
mission has no jurisdiction over inter- 
state rates, and therefore all matters 
pertaining to interstate revenues, costs, 
and investments are outside the juris- 
diction of this Commission. In fur- 
therance of this contention the com- 
pany has presented intrastate separa- 
tions of these items, purportedly based 


upon a separation manual designed for 
the purpose of achieving separation of 
telephone property, revenue, and ex- 
penses on a basis of “use,” with the 
element of “special studies” a highly 
emphasized factor. 

The Commission will base its deci- 
sion upon the intrastate portion of the 
telephone business in Idaho, but its 
decision to do so should not be con- 
strued to mean that the Commission 
agrees that it cannot use the total state 
operations if in its judgment the public 
interest so requires. While the com- 
pany would restrict the consideration 
of this Commission to intrastate busi- 
ness only, it has presented as justifica- 
tion for an increase in rates the reve- 
nue requirements of the American 
Telephone and Telegraph Company 
which in relation to Idaho intrastate 
operation is 99.58 per cent interstate. 
This Commission cannot reconcile such 
a position with fundamental rate-mak- 
ing principles. This Commission has 
no jurisdiction over interstate rates, 
nor is it required to approve intrastate 
rates which in effect subsidize inter- 
state service. Nor can we reconcile 
the position of the company in coming 
before this Commission with a plea 
for additional revenue based on the 
revenue requirements of the Ameri- 
can Telephone and Telegraph Com- 
pany as a whole with its concept of 
jurisdiction as set forth in its separa- 
tion studies. 

The problem of separating telephone 
plant, revenues, and expenses, so as 
to segregate the portions applicable to 
toll service from those applicable to ex- 
change service, and interstate from 
intrastate is an old one. It defies 
scientific solution by reason of the very 
nature of the Bell Telephone System 
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itself. The intrastate system could 
very well exist and have value with- 
out the interstate portion, but the ex- 
istence of the toll service interstate 
depends upon its connection with and 
utilization of the local exchange plant 
including subscribers’ connecting facil- 
ities. 

[5,6] The Commission does consid- 
er as pertinent and necessary to proper 
rate making the reasonable revenue re- 
quirements of the Mountain States 
Telephone and Telegraph Company 
from Idaho. Consideration must be 
given to the fact that purely financial 
requirements are subject to modifica- 
tion in that rates must be reasonable to 
both the utility and the public in the 
light of present service and the value of 
property presently devoted to that serv- 
ice. Future additions to plant, or the 
need of them, may not be a basis for 
present rates nor may anticipated fu- 
ture improvements in service be jus- 
tifiation for increases in present rates. 
Public utilities have certain specific 
relationships to the social, economic, 
and political welfare of the public. 
Applicant is under the necessity of fur- 
nishing and maintaining “such service 
as shall promote the safety, health, 
comfort, and convenience”’ of the pub- 
lic, “in all respects adequate, efficient, 
just, and reasonable” at just and rea- 
sonable charges, and in turn is granted 
a monopoly of territory and service. 

Therefore, inherent in the deter- 
mination of the reasonableness of pres- 
ent rates is the question of adequacy 
and quality of service as a matter sole- 
ly within the operational and financial 
responsibility of the utility. Where 
revenues are not realized because of in- 
adequate service furnished by the com- 
pany, that lack of revenue must be 
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borne by the utility and not by the rate- 
payer. Where, for example, dial serv- 
ice would improve the adequacy of 
service and at the same time reduce 
costs, the company, which alone has 
the power of correction, must bear the 
burden resulting from failure or neg- 
lect to install such equipment. While 
not necessarily relevant to the inquiry 
it is interesting to note that, while the 
operating conditions in Idaho are not 
dissimilar to those in other states, the 
character of the service furnished 
Idaho subscribers is widely divergent 
from that furnished subscribers in 
other states where the company op- 
erates. 

[7-9] Revenue requirements must 
be reasonable from the standpoint of 
the nature of a utility operation. Re- 
quirements of other businesses are a 
comparative factor only, not an infalli- 
ble measuring device. Any compari- 
son must give recognition to the 
comparative risk of speculation in- 
volved in ordinary stocks and bonds 
and the investment nature of utility 
securities, as well as the relative steadi- 
ness of utility earnings and dividends 
through economic peaks and depres- 
sions. The exhibits in this case show 
extreme fluctuations of profits and 
dividends of business and manufactur- 
ing companies while the earnings and 
dividends of the American Company 
and the Mountain States Company 
have been relatively level and steady 
during corresponding periods. 

Revenue requirements of a public 
utility must achieve a rate structure 
based on stability, not a fluctuating 
structure that will react minutely to 
every economic change. From 1927 
to 1946, the per cent of earnings of 
the company has varied from a high in 
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1928 of 9.09 per cent, to a low in 1933 
of 4.16 per cent, to a high in 1939 of 
6.32 per cent, to a low in 1942 of 5.36 
per cent, to a high in 1946 to 6.13 per 
cent. During this 20-year period there 
have been few rate changes, with the 
largest occurring in 1947 to compen- 
sate for the extraordinary conditions 
arising as a result of a world-wide 
war of unprecedented scope. 

The resulting median in the tele- 
phone business over the years is a rea- 
sonable return with strong investment 
characteristics and advantages which 
are particularly apparent when com- 
pared with the extreme fluctuations in 
the earnings of other types of busi- 
nesses. 

The stock market cannot be depend- 
ed upon as an infallible guide to the 
real value of securities offered in the 
equity capital market. Of much more 
importance is the financial condition of 
the company involved, the availability 
of debt capital and equity capital as 
affected by general economic condi- 
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10 years average per year $95,173 ......... 


Total Debt and Equity Capital .............. 
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tions, and the exercise of the function 
of management in adjusting debt 
capital and equity capital ratios to the 
demands of the investing public. It 
also includes recognition by manage- 
ment of conditions where investment 
capital is short or nonexistent due to 
reasons not connected with the utility’s 
financial condition or its rates and 
which are not controllable by the util- 
ity. Telephone rates are an important 
part of the over-all financial condition 
of the company but not the sole factor. 
Certainly the stable rate structure of 
the company has contributed greatly 
to the historically sound financial con- 
dition of the company as evidenced by 
its earnings history. The Commission 
believes that consideration must be 
given to revenue requirements of the 
company as these requirements exist 
at the present time. The purely finan- 
cial revenue requirements applicable to 
the company as it is concerned with 
this proceeding are as follows: 
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Net Operating Income is the excess 
of telephone operating revenue re- 
maining after deducting all expenses 
of operating the telephone system, op- 
erating taxes, and miscellaneous in- 
come charges. 

The Commission has determined the 
amount of net operating income, in- 
trastate for the period under considera- 
tion to be not less than $177,815. 


Analysis of the exhibits in this case 
reveals with certainty the fact that 
additional revenues at reduced costs 
would be realized by the company if 
adequate and normal service were pro- 
vided. In this determination, the Com- 
mission has accepted the company’s 
definition of “adequate and normal” 
service as being reasonable, has made 
allowances for the additional invest- 
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ment required therefor, and the Com- 
misson has determined that under 
conditions of “adequate and normal” 
service the company would on the 
basis of existing rates enjoy additional 
income in an amount not less than 
$72,646. 

The exhibits and testimony set forth 
conclusively an overcharge in prior 
years for income tax and depreciation. 
The Idaho portion of the overcharge 
has never been credited to the Idaho 
operations. Instead, the total amount 
of excess income tax was added to 
company surplus, and the total excess 
depreciation is retained in the Reserve. 
The full amount of the overcharge 
should not be credited to Idaho opera- 
tions in one year, nor in principal 
amount until such time as it is used. 
However, it is an over-payment by 
Idaho subscribers in the nature of 


excess revenues. Interest on the prin- 


cipal sum should be credited to Idaho 
operations until such time as the re- 
serve is consumed by future charges. 
The Commission has determined this 
amount to be not less than $8,648. 

From the foregoing the Commission 
has determined that the Idaho rate- 
payer would contribute to revenue re- 
quirements an amount not less than 
$259,109 and that a deficiency in reve- 
nue, therefore, exists in an amount of 
$68,022. 

In reaching its conclusions in this 
proceeding the Commission has not 
been unmindful of danger signals 
which begin to appear on the economic 
horizon. While the economy of the 
state is in a fluid and perhaps poten- 
tially depressed condition the Com- 
mission deems it necessary to proceed 
with caution in projecting successive 
rate increases for unstated periods in 
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advance against a darkening economic 
backdrop. 
Conclusions 

[10, 11] It is the opinion of this 
Commission that a rate increase is 
justified only when it is determined 
that under current conditions the re- 
sult of the increase will be to correct 
an existing inequity to the company 
and at the same time will not result 
in a mere shifting of the inequity to 
the public without a proper balancing 
of consumer and company interests. 
By company we mean a combination of 
operations, including management, 
employees and creditors; of the needs 
of equity capital, of debt capital and 
of general financial condition. 

It is the further opinion of this Com- 
mission that an increase in exchange 
rates at this time will result in inequi- 
ties and that proper balancing requires 
that rates be not in excess of the value 
of service to the end that the subscriber 
pays for what he receives and the 
company’s growth and expansion is 
not stopped by consumer resistance. 
Through the exercise of its functions 
of investigation, the Commission has 
compared existing rates and proposed 
rates for Idaho with other operating 
areas of the company, stated by com- 
pany witnesses to be not materially 
different in operating conditions. 

The Commission has concluded that 
any increase in local exchange rates 
for business, residential, rural, or serv- 
ice stations would result in unjust and 
unreasonable charges and therefore no 
increases in these rates may be made. 


AUGER, Commissioner: Entertain- 
ing the convictions of truth and fact 
and the conclusions therefrom, as stat- 
ed hereinafter, I cannot join in the 
foregoing and here state my views. 
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It is not inadvisable to restate in 
substance the basis of the application, 
and also to remind ourselves of the 
duties of the Public Utilities Commis- 
sion of Idaho. The applicant, in its 
application, states, in effect among 
other things, that it has suitably and 
efficiently operated a telephone system 
for the public of Idaho from prior to 
the year 1925 to sometime during 
World War II, and since then and 
during that war has continued to op- 
erate as best and most efficiently it 
could until the present time; that dur- 
ing those periods its rates and charges 
have not been generally increased until 
Order No. 1893 of January 10, 1947 
was issued by the Commission, under 
which the rates and charges then es- 
tablished have since prevailed and are 
prevailing to this time; that the rates 
and charges as provided in the 1947 
order are insufficient to produce ade- 
quate return of compensation to the 
applicant for the use of its property 
used and useful devoted to the public 
purpose and to the payment of its op- 
erating expenses, taxes, charges for 
depreciation, and other proper deduc- 
tions from income, and that it deems 
its rates and charges as set forth in 
the proposed tariffs and schedules, 
designed to produce about $604,000 
additional annually should be estab- 
lished and approved by the Commis- 
sion; and that although Order No. 
1893 was designed to produce $526,- 
000, it failed of its purpose due to rises 
in wage scales and prices of materials 
and supplies, increases in plant invest- 
ments occasioned by increased demand 
for service and in increases in allow- 
ances to be made for depreciation and 
incidental increases in taxes and main- 
tenance occasioned by such primary in- 


[2] 


crease and other results of the impact 
of war ; and that the applicant required 
and requires more capital and that 
capital will not be invested with the 
applicant because capital cannot be as- 
sured of a suitable return on the basis 
of present earnings and the level of 
return has declined until it is confisca- 
tory. 

Section 59-301, Idaho Code Anno- 
tated, directs that rates and charges 
must be just and reasonable (just and 
reasonable to the public on one hand 
and to the utility on the other hand). 

Section 59-302, Idaho Code Anno- 
tated, provides generally for the main- 
tenance in all respects of adequate, 
efficient, just, and reasonable service. 

Section 59-303, Idaho Code Anno- 
tated, provides that the rules and reg- 
ulations of a public utility must be just 
and reasonable. 

Section 59-316, Idaho Code Anno- 
tated, provides that nothing in the act 
shall be taken to prohibit any public 
utility from itself profiting, to the ex- 
tent permitted by the Commission, 
from any economies, efficiencies, or 
improvements which it may make, and 
from distributing by way of dividends 
or otherwise disposing of the profits 
to which it may be so entitled, and the 
Commission is authorized to make or 
permit such arrangement or arrange- 
ments with any public utility as it may 
deem wise for the purpose of encourag- 
ing economies, efficiencies, or improve- 
ments, and securing to the public util- 
ity making the same such portion of 
the profits thereof, as the Commission 
may determine. 

The evidence and exhibits of the ap- 
plicant were presented on different 
bases, (1) on the investment basis, (2) 
on the current cost basis, or on cost of 
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reproduction less depreciation basis, 
(3) on its requirements basis, and also 
(4) requirements of Bell System 
basis. Several of these bases may be 
disregarded in the light of the Hope 
Natural Gas Company Case (1944) 
320 US 591, 88 L ed 333, 51 PUR 
NS 193, 64 S Ct 281, if the base and 
method of the Commission is reason- 
able, just, and satisfactory, but such 
method should be set forth so that it 
can be determined that it has such 
qualifications. 

It is proper to state at this time 
that any requirements of the American 
Telephone and Telegraph Company in 
this proceeding are not an issue herein. 
The American Telephone and Tele- 
graph Company is not before us by ap- 
plication or by appearance, and its 
rights can and will be fully protected 
by proper determination of the rights 
of its subsidiary, the applicant herein, 
the American being a stockholder of 
the applicant. The rejection of its 
“requirements” as an issue does not 
imply that any testimony pertaining 
to general market conditions, ability, 
or inability to obtain capital and the 
reason therefor, or as to proper capital 
structure, if such testimony is that of a 
qualified witness on such subjects 
should be disregarded. The testimony 
of one practically handling such mat- 
ters, at least should have some recogni- 
tion in connection with considering the 
testimony of theorists or those who do 
not actually make contacts and tests. 

It is proper to state that the require- 
ments of the Mountain States Tele- 
phone and Telegraph Company, the 
applicant herein, as to any property, 
right, benefit, or burden other than 
arising out of, or from, or in connec- 
tion with intrastate operations in 
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Idaho is not involved in this proceed. 
ing. The applicant is full-fledged, 
capable, and has reached its “major. 
ity.” 

Several of the exhibits and partic 
ularly those of the staff may be con- 
strued as illustrative, explanatory, and 
of assistance in view of the proceed- 
ings not being adversary. It is not 
fortunate for Commissions that while 
engineers can measure and lay out and 
estimate on substances and materials, 
and accountants can figure, average, 
proportion, and formulate mathemat- 
ically, and economists can describe or 
picture a scene or result of an occur- 
rence, there is no person who can fore- 
see a result to occur or result from 
combined physical and mental reac- 
tions as follow in the wake of a world- 
wide war. To know what happened, 
though not knowing how it happened, 
may serve as some guide to remedy a 
defective condition. 

The applicant in Exhibit No. 18 sets 
forth the results of its intrastate Idaho 
operations for the year ending May 31, 
1948, as follows: Total Operating 
Revenue $4,692,398; and its total 
operating expense as $4,186,030; and 
total operating and Federal Income 
Taxes as $324,917; and net operating 
income as $181,451; and net operating 
earnings as $171,971, and, to show 
the effect of the proposed rates, in Ex- 
hibit No. 19 it sets forth total operat- 
ing revenues estimated to be received 
of $5,295,829 with total operating ex- 
pense of $4,195,081 ; and total operat- 
ing tax as $569,622 ; and net operating 
earnings of $521,635. 

As against the foregoing the staff 
submitted Exhibit No. 53 setting forth 
the operating revenue and the net op- 
erating income on the total Idaho basis, 








































































































which revenue and the expenses in- 
clude the results of rates and charges 
on interstate operations, which inter- 
state rates and charges are not under 
the jurisdiction of this Commission, 
but are under the jurisdiction of the 
Federal Communications Commission, 
and there is no breakdown furnished 
by the staff as to the Idaho interstate 
operations. 

In Exhibit No. 57 presented by the 











als, staff the revenue requirements of the 
ige, applicant on company-wide basis were 
lat- set forth by the staff as $6,048,000. 






On the basis of Idaho’s share of these 











or 
ur- requirements for the intrastate opera- 
re- tions of the applicant, the requirements 
om according to this exhibit would be 
1C- $330,737. However, this exhibit 
d- merely portrays the conditions and re- 
d, quirements as of May 31, 1948, which 
d, that applicant in part claims is insuf- 
a ficient as to earnings. Prospectively, 
the exhibit would assume that the con- 
§ ditions as to the future should continue 
0 as was shown to be on May 31, 1948. 





Testimony has been introduced by 
the applicant that a proper structure 
for the capital setup is on the basis of 
two-thirds ownership of stock and one- 
third of debt. It may be safely said 
that the basis proposed by such tes- 
timony finds support in the conclusions 
of Adam Smith in his “Wealth of Na- 
tions” and this leader in the long line 
of economists has not had his theories 
set aside and in fact the theories he 
pronounced are being more repeatedly 
aserted in these days. 

It may be said by some that other 
utilities have paved the way to definite 
ratios of debt and capital in the setup 
of utilities in general and much stress 
is laid on the instances of electric and 
water companies. A comparison, al- 
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most axiomatic, will disclose that there 
is less risk in water and electric util- 
ities than in other utilities and the 
element of risk is a very controlling 
factor in obtaining or attracting capital. 
For water and electric companies the 
revenue under present-day conditions 
can be almost absolutely assured, be- 
cause even in the case of what might 
be called sales resistance, the consumer 
cannot dispense with water, and in the 
case of electricity, while twenty-five 
years ago the kerosene lamp for il- 
lumination had been set outside and 
the old kitchen range was being set 
in the woodshed, today for illumina- 
tion or domestic purposes the con- 
sumer is unable in almost every case 
to find the old kerosene lamp or the 
kitchen range, and therefore must con- 
tinue to use the electricity for illu- 
mination and other domestic pur- 
poses. 

This Commission itself has taken 
notice that the consumer is apt in time 
of stress to dispense with the telephone, 
and in its Order No. 1922, supra, on 
the last preceding application for in- 
creases of rates, of this applicant, it 
called attention to the matter of risk 
although the illusion was not used for 
the purpose of pointing out risk. The 
Commission in that order said, 71 
PUR NS at p. 39: “While the Com- 
mission might well take note of the 
historic line of rate reductions since 
1927, it is more pertinent to here point 
out from the record in this case that 
during the 3-year period of 1931- 
1933, coincident with a drop in the 
rate of return from 6.8 to 2.18 per cent, 
the Mountain States Company suf- 
fered a net loss of telephones in service 
of approximately 8,168,” and points 
out that more than one-fifth of the total 
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number of subscribers dispensed with 
the use of telephones. 

The Commission cannot content it- 
self with a suggestion that since the 
utility is under the regulation of its 
jurisdiction its supervision can be so 
efficient as to prevent a utility from 
avoiding all ordinary and every day 
risks of business in general or fully 
foretell or prevent the unusual results 
of an impact of war. 

War itself originates from and is 
waged by the public as a whole and it 
should be borne in mind that the re- 
sults of war should as to effect be 
minimized as much as possible. It is 
not sufficient to say in the case of a 
utility that those who have suffered 
from the war must continue to share 
the detrimental results in the propor- 
tions inflicted. In the case of a utility, 
it is after all nothing but a servant em- 


ployed by the public and the public 
itself is the controlling factor of the 
conditions in which it may render its 


services. The servant is entitled to 
just compensation for his service and 
a return to the servant of the same 
amount per unit of service under emer- 
gent conditions, as it received prior 
to the emergent conditions cannot be 
called exorbitant in the light of the 
increased income to the vast majority 
of the public following the war. “The 
servant is worthy of his hire.” 

The applicant herein seeks rates that 
will produce sufficiently to pay for the 
services of its underservants at the 
greatly increased scales referred to and 
to pay for materials and supplies at 
like greatly increased rates, while at 
the same time it will be receiving by 
way of restoration through the de- 
preciation reserve returns at the same 
rate, and its compensation is to be the 
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same number of dollars per unit that 
it received before, making a less rate 
in fact. 

All utilities are expected to be self- 
contained and self-sufficient and it is 
not surprising that there may be a 
shortage in supplying needs of expan- 
sion when the dollar in the depreciation 
reserve will purchase only a fraction 
of restoration of the plant and the dol- 
lar in the dividend account, available 
after the payment of taxes of the stock- 
holder himself and the subtraction of 
the stockholder’s necessary living ex- 
pense as increased, leaves much less of 
the so-called profit to be reinvested. 
It also must be borne in mind that 
other businesses do offer more risk 
and at the same time offer still more 
profit to entice capital away from the 
certainty that is presumed to follow 
from Commission regulation of the 
utility. 

It is not surprising that when cap- 
ital is sought to make a further invest- 
ment in the utility involved in this 
proceeding, when it looks at the de- 
creased rate of return which has been 
allowed under our supervision, it looks 
elsewhere for its investments. 

There are those who are inclined 
to the thought, and some testimony 
to the effect has been injected in the 
record that the spiral of prices and 
wage increases is just about to level 
off, but the reasons inducing the 
thought have not been shown. 

Exhibit 49 introduced by the Com- 
mission shows that the increases in 
the wage and salary payments of the 
applicant amounted from 1941 to 1947 
to 256 per cent; and that the increases 
in 1947 over 1946 was 32 per cent; 
and that the operating expenses in- 
creased from 1941 to 1947 181 per 
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cent; and that the increase of 1947 
over 1946 was 30 per cent Revenues 
did not increase so as to offset them. 

In our daily lives the Commission 
cannot be unaware of the struggle of 
society to protect itself and in that con- 
nection cannot disregard wholly the 
eforts of public administration seek- 
ing by legislation to increase the basic 
hourly wage of 40 cents to 75 cents, 
even should the legislation fail to pass. 
More then three and one-half years 
have elapsed since the cessation of 
hostilities and during all this time the 
ascending scale has been very much 
in evidence and felt, and whether or 
not there is a levelling off it must be 
borne in mind that the public has de- 
manded and has received up to this 
date an expansion of service at greatly 
increased prices. This Commission 
has held that where the public has 
demanded such a service it should be 
willing to compensate. It should be 
further remembered that in the ex- 
pansion and the expenditure of capital 
for the expansion for the applicants’ 
service, one result, apparently over- 
looked, is that the additional capital 
based on higher prices furnishes less 
units in proportion to the dollar and 
that a rate fixed upon the dollar for 
such capital will not produce sufficient 
return. In other words the inventory 
of available investment must be re- 
vamped to fit such unusual conditions 
as follow a war world wide. 

The Commission should take note 
that in its regulation and supervision 
it should assist the utility to render its 
service as well as to assist a complain- 
ant to rectify the utility’s conduct. 
The applicant may be likened to a 
sick man who consults his physician 
about a serious condition and who can- 


not be satisfied with the advice from 
a physician that since he got ill 
through his own fault and not the 
physician’s he could get out of trouble 
himself. 

Capital requirements can constitute 
only a test or guide. Rates fixed in 
accordance with such requirements are 
not rates fixed to afford a just com- 
pensation of return to the utility for 
its property used and useful, devoted 
to the public, and the courts have 
repeatedly required that such com- 
pensation be just and fair and rea- 
sonable. 


The average investment less aver- 
age depreciation reserve of the appli- 
cant in its property used and useful 
devoted to the public in intrastate op- 
erations, including working capital on 
the 31st day of May, 1948, is found to 
be $7,535,553 and this exceeds the 
proportion of stock and debt capital 
allocated to intrastate operations in 
Idaho, and computing a just return 
upon the $7,535,553 which includes 
working capital and making allowances 
for the payment of income taxes to the 
Federal government as well as all op- 
erating expenses. Applicant should 
receive at least $521,635 or approxi- 
mately, $349,664 net operating earn- 
ing more than it was receiving on May 
31, 1948, the annual revenues and ex- 
penses being estimated as follows: 
Revenues $5,295,829; Expenses $4,- 
195,081; Taxes $569,633, and miscel- 
laneous income charges $9,480. 

The average investment on May 31, 
1948, is on the basis of average of the 
investment on that date with that year 
prior thereto, and it should be noted 
in passing that it cannot and will not 
reflect the average investment of May 
31, 1948, based on the average of a 
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date six months thereafter and six 
months prior thereto when it is known 
that held orders alone are being filled 
for telephones as rapidly as possible 
and the total of such held orders on 
May 31, 1948, was 6,203 telephones, 
all of which would be installed at 
greatly increased prices and invest- 
ment cost as compared with a great 
number of stations that were installed 
prior to the year 1941, and it should 
also be noted that a less number of 
telephones being installed for a greater 
amount will not produce at the same 
rate per station as the original number. 
Likewise, programs are based to a 
very great extent on the use of the 
materials and supplies bought at cur- 
rent rates, and necessarily this must be 
the case when the public is demanding 
the service. These prices will con- 
tinue in the investment throughout the 
useful life of the property. It is also 
apparent that while the held orders are 
being filled, additional held orders are 
being stacked up as rapidly, and this 


condition has continued to the time of 
closing the hearing herein and to the 
time of this order. 

Everyone is daily reminded that 
during the one-tenth of his time of 
activities to reach his sixty-five years, 
he has gotten far away from and has 
not returned appreciably closer to the 
5-cent loaf. At various times he has 
suffered inconveniences from crowd- 
ing, discomfort from standing, delays 
in transportation of his body and 
freight, as well as in the transportation 
or communication of intelligence, and 
it can be assumed that when the legis- 
lators used “reasonable” and “just” 
with the word “adequate,” with refer- 
ence to service, it is so fitting and axio- 
matic that he has generally and gener- 
ously accepted the impaired condition; 
at least he would rather have it then 
dispense with the service to himself or 
to his neighbor. 

My conclusion, therefore, is that the 
rates and charges proposed are just 
and reasonable. 
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Re Buzzards Bay Gas Company 


D.P.U. 8496 
April 27, 1949 


I 


Rates, § 302 — Tax clauses. 


NVESTIGATION on motion of Department as to propriety of 
gas rates; existing rates disapproved, new rates prescribed. 


1. A tax clause in a proposed gas rate schedule as a precaution against the 
possibility of the imposition of a grade revenue tax under pending legisla- 
tion was disallowed on the ground that utilities should not be allowed to 
hedge against increased costs by means of an escalator clause, except in the 


case of fuel costs, p. 25. 
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Depreciation, § 56 — Gas company. 
2. A gas company’s annual depreciation accrual of only about 1.1 per cent 
of gross plant was deemed inadequate, p. 25. 

Expenses, § 80 — Losses on merchandising activities — Gas company. 
3. A gas company’s loss on its merchandising and jobbing activities is an 
improper charge against utility operations, p. 25. 

Expenses, § 33 — Gas company — Amortization of conversion costs. 
4. A gas company’s expense of conversion of customers’ apparatus for use 
with propane should be amortized over a 15-year period instead of a 10-year 
period, p. 25. 

Return, § 26 — Cost of new capital. 
5. Testimony as to the cost of new equity capital should be given little 
weight for rate-making purposes until a refinancing program is reasonably 
within sight, p. 25. 

Payment, § 53 — Prompt payment discount — Gas company. 
6. A gas company was ordered to delete prompt payment discounts from its 
proposed rate schedules and to provide only for net rates where uncollectible 
accounts did not seem excessive, p. 26. 

Expenses, § 83 — Payment to affiliate — Interest on note. 
7. An interest rate of 4 per cent on a gas company’s note held by an affiliate, 
instead of 5 per cent borne by the note, was deemed adequate, and any in- 
terest in excess of that amount paid on the note was disallowed as a fixed 
charge for rate-making purposes, p. 26. 

Return, § 92 — Gas company. 
8. A return of over 4.8 per cent was deemed reasonable for a gas company, 
p. 26. 

Rates, § 257 — Charge for meter reading — Gas company. 
9. An extra charge for making an accurate meter reading after submission 
of an estimated gas bill for a lower amount, rendered because of nonaccess 
to meters, was disapproved, p. 27. 


¥ 


APPEARANCE: Edmund L. Two- 
mey, for Buzzards Bay Gas Company. 


tered into. No appearances were en- 
tered in opposition to the proposed 
new rates. 

The respondent supplies gas 
throughout an extended territory 
in the lower Cape Cod area of the 
commonwealth, from Wareham to 
Chatham, a distance of about 40 
miles, serving 3,509 customers as 
of December 31, 1948, in eight 
scattered communities. That its op- 


By the DreparTMENT: Buzzards 
Bay Gas Company filed new tariffs 
including increased rates and charges 
for gas denominated M.D.P.U. 66 to 
76, inclusive, on January 14, 1949, to 
be effective February 1, 1949. The 
Department suspended the operation 
of these schedules on January 19th un- 


til December 1, 1949, unless other- 
wise ordered. A public hearing was 
held on February 9, 1949, on the De- 
partment’s investigation thereupon en- 


erations are highly seasonal in nature 
may be observed from the fact 
that it had 6,700 customers as of 
July 31st of last year. It owns 206 
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miles of gas mains, which are in good 
condition, divided between a butane 
air system supplied from Wareham and 
Falmouth and a propane air system 
supplied from Hyannis. As of Decem- 
ber 31, 1948, it had a plant investment 
account of $1,744,757.43 subject to a 
depreciation reserve of $134,279.61. 
We have previously ordered a write- 
off of $100,120.63 (D. P. U. 7421) 
from the plant investment account. On 
the evidence before us, and after de- 
ducting customers’ contributions for 
extensions of $24,270.10, we find on 
the present record that the company 
now has prudently invested in plant 
used and useful in the public service 
the amount of $1,486,087.09. There 
is no evidence upon which to base a 
finding as to necessary working capi- 
tal, and we specifically reserve the 
privilege of ordering further adjust- 


ments in the company’s investment ac- 
count in any other proceedings. 


The respondent has oustanding 
8,800 shares of capital stock of aggre- 
gate par value of $220,000 and notes 
payable of $1,427,051.35. All of its 
stock and $1,421,888.45 of its notes 
are held by a holding company, South 
Shore Utilities Associates, a Massa- 
chusetts trust. No dividends have 
ever been paid on the capital stock. 

Respondent was previously before 
us last year (D. P. U. 7986) with a 
request for leave to increase its rates. 
This request was denied under date 
of October 22, 1948, 79 PUR NS —, 
for two main reasons: first, because 
we felt the respondent had not sus- 
tained the burden of proving that it 
needed additional revenues and that 
the proposed rate structure was fair 
and reasonable; and second, because 
we were not satisfied that the respond- 
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ent was rendering service which jus. 
tified the rates as applied for. We are 
now furnished with far more informa- 
tion than we were in D. P. U. 7986 
and in a form which convinces us that 
respondent should be given some re- 
lief by way of additional income. The 
respondent has met most of the criti- 
cisms of its operations expressed in 
our findings in D. P. U. 7986, supra, 
and its present operations are probably 
as efficient as can be expected in view 
of its financial condition, which we 
will discuss later. 

The annual returns for 1948 show 
a net operating income before inter- 
est and taxes of $44,603. Its inter- 
est accruals aggregated $71,704, and 
the total operations, including mer- 
chandising and jobbing activities, re- 
sulted in a net loss for the year of 
$27,890. 


Certain of the expenses for 1948 
were effective for only part of the year, 
and these expenses together with other 
adjustments were considered in fore- 
casting results for 1949. The pro- 
posed rates are designed to produce ad- 
ditional gross revenues of $61,511. 
The company also produced figures as 
the result of which it concluded that 
1949 results on an adjusted basis, in- 
cluding this additional revenue, would 
show a loss of $9,239. 

However, these adjusted figures are 
subject to some corrections. In the 
first place, they include a “normal” 
increase in gross sales of 5 per cent. 
We believe that, even after allowing 
for abnormally high use in the severe 
winter of 1947-1948, this is a serious 
under-estimate of the expected growth. 
What may be the long-term normal 
growth curve, we cannot, naturally, 
foretell. But it does appear that gross 
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revenues have increased as follows 
during the postwar years: 
1948 over 1947 


1947 over 1946 
1946 over 1945 


It seems to us that an estimate of 5 
per cent is unduly pessimistic, particu- 
larly in view of the expanding char- 
acter of the territory. 

[1] In the second place, an amount 
is included in gross revenues of $11,- 
122 resulting from the application of 
a “tax clause” included in the proposed 
rates. This figure means nothing in 
computing net income since the same 
amount is entered as an expenditure 
for increased taxes. It was inserted 
as a precaution against the possibil- 
ity of the imposition of a grade reve- 
nue tax under a bill now pending be- 
fore the general court. But we have 


hitherto refused to permit utilities to 
hedge against these increased costs by 


means of an escalator clause, except 
in the case of fuel costs. Re Lawrence 
Gas & E. Co. (1941) D. P. U. 6145, 
38 PUR NS 89. And see Public 
Utilities Commission v. Newport Wa- 
ter Corp. (RI) PUR1933E 1; Cas- 
tine Water Co. v. Itself (Me 1943) 
47 PUR NS 522; Public Utility Com- 
mission v. Edison Light & P. Co. 
(Pa 1942) 44 PUR NS 275. 

[2] The 1949 estimate also pro- 
vides for an increase of $10,000 in 
annual depreciation accrual over the 
figure of $20,000 established in ac- 
cordance with our order in D. P. U. 
7421. The accrual of $20,000, 
amounting to only about 1.1 per cent 
of gross plant, is doubtless inadequate 
particularly in view of the small re- 
serve now shown. We believe the 
company should increase such accru- 
als as provided hereinafter. 
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[3] The 1949 estimates also include 
an estimated loss of $9,753 in mer- 
chandising and jobbing activities. 
This is an improper charge against 
utility operations. Lowell Gas Co. 
v. Department of Public Utilities 
(1949) — Mass —, 78 PUR NS 506, 
84 NE2d 811. 


[4,5] Such estimates also include 
$19,959 in amortization of certain un- 
adjusted debits. The company has in- 
cluded an item of $7,511 for amortiza- 
tion of costs of conversion for use with 
propane of customers’ apparatus. The 
total accruals to this account amount 
to $75,107. We believe this expense 
should be put on a 15-year basis in- 
stead of the proposed 10-year basis, 
which modification will require an an- 
nual write-off of $5,007. The write- 
off of $5,393 per annum on certain of 
these unadjusted debits has been pre- 
viously approved (D. P. U. 7421). 
The disposition of the balance of these 
debits must await the completion of the 
revamping of the respondent’s balance 
sheet to refinance its outstanding debt, 
whether in accordance with the order 
already entered in D. P. U. 7421 or 
on some other basis. As we previ- 
ously noted (see D. P. U. 7986), su- 
pra, the issuance of these securities 
and the adjustment of its balance sheet 
must necessarily rest in status quo 
until resolution of the litigation aris- 
ing out of the Onset explosion of 1946, 
We are constrained to disallow these 
items of amortization, except the 
amount of $10,400, and to give little 
weight to the testimony as to the cost 
of new equity capital. When the re- 
financing program is reasonably with- 
in sight is soon enough to consider 
its effect upon the company’s revenue 
requirements. We believe the action 
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of the supreme judicial court in the 
Lowell Gas Co. Case, supra, in tak- 
ing into consideration dividend re- 
quirements upon securities which have 
been authorized by the Department but 
never issued, was an oversight. 


[6] The presently effective sched- 
ules of rates provide for a straight 
5 per cent discount for prompt pay- 
ment on all rates except for house heat- 
ing. In the proposed schedules, the 
company contemplates discounts of 
one cent per unit in the propane sched- 
ules and 2 cents per unit in the butane 
schedules. This is a very much high- 
er discount, percentagewise, than is 
now in effect, amounting, as it does, 
to from 5 per cent on certain steps 
to 15.4 per cent on the last step in 
several schedules. The company’s 
revenues for last year included $14,000 
in forfeited discounts. This means 


that customers paying some $280,000 
out of the company’s revenues of $475,- 
927 failed to take advantage of their 


discounts. We have indicated several 
times our attitude toward discounts 
in general (Re Boston Consol. Gas 
Co. [1948] D. P. U. 7966; Re Spring- 
field Gas Light Co. [1947] D. P. U. 
7709, 70 PUR NS 82), and particu- 
larly as regards discounts so large 
as to be naturally regarded as penal- 
ties subject to the provisions of § 94D 
of Chap 164 of the General Laws (Re 
Boston Consol. Gas Co. [1938] 
D. P. U. 5580, 36 PUR NS 378). 
Apparently, a discount low enough to 
avoid condemnation under Chap 164 
does not serve the purpose of expedit- 
ing collections in this area. The ac- 
crual for uncollectible accounts as re- 
ported to us in 1948 amounted to only 
$1,200, which does not seem to be ex- 
cessive. Under these conditions, we 
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see no purpose to be gained in re. 
taining the discount provisions in the 
new schedules, and we will order the 
net rates only to be billed. Since the 
revenue results of the proposed rate 
schedules are computed on the basis 
of net rates, this change will not af- 
fect the prospective revenue increase, 
It will, however, result in a diminu- 
tion in the amount of $14,000 in the 
1948 figures and consequently also in 
the 1949 estimated income based there- 
on. 


[7] The notes of the company held 
by South Shore Utilities Associates 
bear interest at the rate of 5 per cent. 
Buzzards Bay Gas Company being an 
affiliate of South Shore, we are obliged 
to consider whether this payment is 
reasonable. See General Laws, Chap 
164, § 94C. We are of the opinion 
that an interest rate of 4 per cent on 
short-term paper of this company is 
adequate, and we will disregard as a 
part of its fixed charges interest in 
excess of the amount of $61,114 on 
these notes. 

After correcting the 1949 estimates 
on the basis of what we have said, it 
appears that the company may reason- 
ably expect to receive on an adjusted 
pro forma basis for the entire year 
and as the result of the application of 
the rates under investigation, but be- 
fore deductions for Federal income 
taxes, if any, a net balance transfer- 
able to profit and loss of $9,846. 

[8] A net income balance transfer- 
able to profit and loss of $7,682 after 
deducting Federal income taxes of 
$2,164, would represent a return of 
slightly under 3.5 per cent on the re- 
spondent’s common stock. However, 
in this connection, it is pertinent to 
point out that the rate base found is 





RE BUZZARDS 


in the amount of $1,486,087.09 and 
that against this are outstanding $1,- 
427,051.35 in notes, leaving a book 
equity of less than $60,000. The net 
income of $7,682 would represent a 
return of 12.8 per cent on this basis. 
Net operating income on the same basis 
of $68,796 would represent a return 
of over 4.8 per cent on the rate base 
we have found. This rate of return is 
certainly reasonable, though we believe 
the company’s operations will show a 
larger net than we have indicated, due 
to its Over-pessimistic estimate of ex- 
pected increase in gross sales. 

[9] The proposed schedules pro- 
vide, among other things, for the sub- 
mission of estimated bills in the event 
of nonaccess to meters for reading pur- 
poses, and that the customer be 


charged one dollar in the event he 
subsequently calls for an accurate read- 
ing, provided such actual reading ex- 


ceeds the estimate. This proposal in- 
troduces a novel speculative element 
into the rate schedule. We have grave 
doubts, furthermore, that these provi- 
sions comply with the requirements 
of §§ 94 and 119 of Chap 164 of the 
General Laws. We appreciate that 
this company may have special prob- 
lems in this regard. Nevertheless, we 
do not feel that there is adequate jus- 
tification for this extra charge. 

The company filed requests for rul- 
ings and waived the time limitations 
of § 5 of Chap 25 of the General Laws. 
We grant its requests numbered 5, 7, 
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8, 14, and 15. We deny requests num- 
bered 1, 2, 3, 4, 6, 9, 10, 11, 12, 13, 
and 16. 

Accordingly, after due notice, a pub- 
lic hearing and consideration, it is 

Ordered: That the rates and charg- 
es contained in M. D. P. U. 66 to 76, 
inclusive, as filed by Buzzards Bay 
Gas Company, dated January 14, 1949, 
to be effective February 1, 1949, be 
and the same are hereby disallowed, 
and it is further 

Ordered: That Buzzards Bay Gas 
Company file with the Department, to 
become effective May 1, 1949, new 
schedules of rates and charges for gas, 
to be denominated M. D. P. U. 77 to 
87, inclusive, to be identical with those 
contained in M. D. P. U. 66 to 76, 
inclusive, except 

1. The new schedules shall omit the 
so-called “Tax Clause” and the para- 
graphs respectively entitled “Estimat- 
ed Bills,” and 

2. The new schedules shall quote 
only rates equivalent to the net rates 
quoted in M. D. P. U. 66 to 76, inclu- 
sive. 

And it is 

Further ordered: That the order 
in D. P. U. 7421 be and the same 
hereby is modified to direct that depre- 
ciation reserve (Account 319) shall 
be accrued, effective May 1, 1949, at 
the rate of $30,000 per year; and it is 

Further ordered: That the investi- 
gation in D. P. U. 8496 be and the 
same hereby is declared terminated. 
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LOUISIANA PUBLIC SERVICE COMMISSION 


Ex Parte Louis Peranio, Doing Business 


As Star Telephone Company 


No. 4960, Order No. 5048 
April 11, 1949 


PPLICATION for authority to increase telephone rates; 


granted. 


Valuation, § 207 — Reserve facilities — Spare switchboard positions. 
1. Plant that has been purchased and installed for reserve capacity for a 
reasonably foreseeable future, such as spare switchboard positions of a tele- 
phone company, should be included in the rate base, p. 29. 


Valuation, § 30 — Measures of value — Original cost — Purchase price below cost. 
2. The value of a plant for rate-making purposes is original cost when first 
devoted to public use, plus the cost of current additions, and it is immaterial 
that the present owners purchased the plant at a price somewhat less than 


original cost, p. 29. 
Return, § 111 — Telephone company. 


3. A rate of return at 6 per cent annually was held to be reasonable for a 


telephone company, p. 30. 


Accounting, § 6 — Use of uniform system. 


4. The use of the uniform system of accounts by a telephone company is 
necessary and appropriate for the proper regulation of its business, p. 30. 


Service, § 433 — Telephone company — Extension of facilities — Public pay sta- 


tions. 


5. A telephone company should make necessary extensions of facilities when 
materials are available and should pay attention to the installation of public 
pay stations wherever required and economically feasible, p. 30. 


Valuation, § 288 — Working capital — Materials and supplies. 


Statement that amounts representing the value of unused iuaterials and sup- 
plies and working capital are properly includible in a utility rate base, p. 30. 


By the Commission: In this pro- 
ceeding, Louis Peranio, doing busi- 
ness as Star Telephone Company, ap- 
plied under date of April 5, 1948, for 
authority to adjust his exchange rates 
for telephone service. 

The matter was originally called for 
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hearing at a regular Baton Rouge ses- 
sion on July 7, 1948, and was con- 
tinued on motion of the applicant. 
After due notice to all interested par- 
ties, the matter was again called for 
hearing at a regular Baton Rouge ses- 
sion on March 29, 1949. Testimony 





EX PARTE PERANIO, D/B/A STAR TELEPH. CO. 


was presented by the applicant, by cer- 
tin of his subscribers and by the 
Commission’s accounting and engi- 
neering staff. 

The switchboard of the applicant is 
located at Maringouin, Louisiana, and 
the system extends to Lotte, Livonia, 
Rosedale, and Gross Tete. It is con- 
nected to facilities of Southern Bell 
Telephone & Telegrapth Company for 
long-distance service. 

The applicant testified that when 
he purchased the system, it was 
equipped with a magneto switchboard 
and all telephones were antiquated 
hand-crank instruments. On October 
29, 1946, a new modern, dial-oper- 
ated switchboard was placed in serv- 
ice which necessitated the replacement 
or conversion of every telephone in- 
strument in the system. New line 
wire and drop wires were installed, 
several poles were renewed and the 
entire system was improved. He tes- 
tified further that the rates now in 
effect are the same as they were when 
he acquired the system. 

The subscribers who appeared at 
the hearing testified that they had no 
particular objection to a reasonable 
increase in rates, but would like more 
facilities, such as private lines, public 
pay stations and a general expansion 
of the system so as to relieve traffic 
congestion. They also questioned the 
propriety of including any unused 
plant, such as spare switchboard posi- 
tions in the rate base. They also ques- 
tioned the purchase price of the plant 
to the present owner. 

In reply to the complaint of conges- 
tion, the applicant stated that he is 
ready and willing to extend his facili- 
ties as soon as sufficient material is 
available. 


29 


[1] Regarding the spare switch- 
board positions, this Commission has 
repeatedly ruled that the owners of a 
utility are entitled to earn and receive 
a fair return upon the money prudent- 
ly invested in property used and useful 
in rendering public service. Obvious- 
ly, if a telephone company with 150 
subscribers purchased and installed a 
switchboard with only 150 positions, 
such action would be considered un- 
wise, imprudent, and without fore- 
sight. Therefore, plant that has been 
purchased and installed for reserve 
capacity for a reasonable foreseeable 
future should be, and is in this in- 
stance, included in the applicant’s rate 
base. 

[2] With reference to the purchase 
price of the plant, the testimony of the 
subscribers indicated that the present 
owners purchased the old plant at a 
price somewhat less than the original 
cost. This was deemed immaterial 
inasmuch as it has been ruled in many 
instances and such a ruling is accepta- 
ble in this case, that the value of a 
plant for rate-making purposes is the 
original cost when first devoted to 
public use, plus the cost of current 
additions. 

The Commission’s staff testified 
that as a result of an inspection of 
applicant’s records, the following in- 
formation was disclosed : 
$55,350.80 

3,321.05 


1,725.20 
1,595.85 


Depreciated rate base 

6% of above 

Net income for year 1948 

Deficiency under 6% return 

Estimated additional Federal in- 
come tax if rate increase is al- 
lowed 

Total deficiency 

Total increase in revenue to be ex- 
pected at proposed rates 


After considering the evidence ad- 
duced, the applicable laws and the pub- 
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lic interest involved, the Commission 
is of the opinion, and it finds: 

1. The present plant of Star Tele- 
phone Company is a modern, dial- 
operated telephone system, greatly im- 
proved over the plant that existed 
prior to October 29, 1946. 

2. The original cost of the plant to 
December 31, 1948, is $61,171.20 and 
the amount of accrued depreciation to 
that date is $5,820.40. The depreci- 
ated rate base is $55,350.80. This in- 
cludes no amount for unused materials 
and supplies and working capital. 
Amounts representing the value of the 
latter items are properly includible in 
a utility rate base. 

[3] 3. A rate of return at 6 per cent 
per annum is reasonable in this in- 
stance. 

4. The net income of Star Tele- 
phone Company for the year 1948 was 
$1,595.85, less than a 6 per cent re- 
turn on the depreciated plant. 

5. The applicant’s proposed rates 
will result in additional revenue of 
$1,677 on which approximately $336.- 
74 of additional Federal income tax 
will apply, resulting in a net increase 
of $1,340.26 or $255.59 less than the 
deficiency in 1948 under a 6 per cent 
return. 

6. The applicant is entitled to in- 
creased revenues, and the amount of 
$1,677, which will result from the pro- 
posed rates, is not unreasonable. 

[4] 7. The “Uniform System of 
Accounts for Telephone Utilities,” as 
adopted by this Commission, is appli- 
cable to the business of Star Telephone 
Company and its use by that company 
is necessary and appropriate for the 

proper regulation of its telephone 
business. 

[5] 8. Applicant should extend his 
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facilities as soon as materials are avail- 
able and particular attention should be 
paid to the installation of public pay 
stations wherever required and if said 
installations are economically feasible. 

It is therefore ordered that: 

1. The original cost of the plant as 
of December 31, 1948, is hereby estab- 
lished as $61,171.20 and the accrued 
depreciation as of the same date is 
$5,820.40. 

2. Rates, as shown in Exhibit 
1 “A” of applicant’s supplemental peti- 
tion, dated March 7, 1949, are to be 
placed into effect as of May 1, 1949, 
or any convenient date thereafter and 
are to remain in effect until changed 
or modified by order of this Commis- 
sion. 

3. Applicant, Star Telephone Com- 
pany, shall file with this Commission 
a new tariff of rates for local exchange 
telephone service, rules, and regula- 
tions, in triplicate, setting forth the 
said rates in amounts not more than 
those shown in Exhibit 1-A attached 
to the above-described supplemental 
petition. The tariff of rates shall 
show the effective date thereof and 
applicant shall keep a copy thereof on 
file for public inspection. 

4. Applicant, Star Telephone Com- 
pany, shall install a set of bookkeeping 
records in accordance with the “Uni- 
form System of Accounts for Tele- 
phone Utilities,” as adopted by this 
Commission. These records shall 
deal with the plant accounts, operating 
revenues and expenses, and all other 
pertinent data and shall be kept on a 
current basis. 

5. The billing at the new rates shall 
show separately the basic exchange 
rate, the mileage charge, if any, ex- 
tension charges and, if applicable, a 
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25-cent credit to subscribers using any 
type of telephone other than the so- 
called hand set. 

6. Applicant shall expend every ef- 
fort to extend his facilities as soon as 
materials are available and install pub- 


lic pay stations when obtainable at 


. strategic locations where such instal- 


lations are economically: feasible. 
Present traffic congestions shall be 
relieved as soon as reasonably pos- 
sible. 





MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re J. Orin Williams, Doing Business As 


Truman Williams 


D.P.U. 8348 
February 15, 1949 


APPEAL from decision of Director of Commercial Motor 


Vehicle Division of the Department denying application 
for irregular route common carrier certificate; appeal dismissed 
without prejudice. 


Certificates of convenience and necessity, § 32 — When required — Incidental 


transportation. 


A person engaged in the business of sanitary removal of waste material, 
such as cleaning out cesspools and septic tanks, which waste is pumped into 
a tank on his truck and transported to another point for disposal, is not 
engaged in transportation of property for compensation as covered by the 
provisions of Chapter 159B of the General Laws, as amended, and is not 
required to obtain an irregular route common carrier certificate, since the 
transportation feature is merely incidental to the business. 


By the DEPARTMENT: It appears 
that the appellant is in the business of 
sanitary removal of waste material 
such as the cleaning out of cesspools 
and septic tanks, which waste is 
pumped into a tank on his truck and 
transported to another point for dis- 


posal. 
In his application for an irregular 


route common carrier certificate, he 
sought the right to transport the con- 
tents of the tank to points within a 
radius of 10 miles of the town hall of 
the town of Pepperell. 

After a public hearing, his applica- 
tion was denied in an order dated June 
18, 1948, issued by the Director of the 
Commercial Motor Vehicle Division. 
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It was from this order that he filed 
an appeal with the Department for a 
public hearing which was held on Sep- 
tember 23, 1948. 

The Department was in doubt that 
the appellant should be considered a 
common carrier as defined in § 2 of 
Chap 159B as follows: 

“*Common Carrier by motor ve- 
hicle,’ any person who trans- 


ports property, or any class of proper- 
ty, for the general public by motor 
vehicle, for compensation, upon ways 
irregular 


over regular or routes 


The Department took the view that 
in the transportation of the waste ma- 
terial from the cesspool or septic tank, 
the carrier was engaged in a service 
in which the transportation feature 
was merely incidental to- the service 
furnished in connection with the busi- 
ness of cleaning out septic tanks or 
cesspools and that the operation did 
not involve the transportation of prop- 
erty for compensation as covered by 


the provisions of Chap 159B of the 


~ General Laws as amended. 


If the conclusions of the Department 
were correct, it is obvious that the ap- 
pellant may carry on his operations 
without coming under the Depart. 
ment’s jurisdiction. 

However, the Department requested 
that the.attorney general render an 
opinion and in a letter dated October 
6, 1948, that opinion was rendered by 
the attorney general and confirms the 
view taken by the Department. 

Accordingly, after notice, a public 
hearing and consideration, it is 

Ordered: That the appeal of J. Orin 
Williams, doing business as Truman 
Williams, from the decision of the 
Director of the Commercial Motor 
Vehicle Division of the Department, 
denying his application for an irregu- 
lar route common carrier certificate, be 
and it hereby is dismissed without 
prejudice, and the Department de- 


‘termines that the operations of the 


appellant do not come within its juris- 
diction. 
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200 Miles of New Texas Gas 
Transmission Pipe in Ground 


T= Gas TRANSMISSION CORPORATION an- 
nounced recently that construction crews 
working on the Company’s 800-mile Texas-to- 
Ohio natural gas pipe line have put approxi- 

mately 200 miles of pipe in the ground, and are 
working on schedule on the 26-inch pipe line 
project. 

W. T. Stevenson, executive vice president 
of the company, declared that Texas Gas ex- 
pects to have the pipe line in preliminary op- 
eration by the end of the year, in time to de- 
liver natural gas supplies to meet the winter’s 
cold weather. Work along most of the pipe 
line route began two and a half months ago. 

After completion of the new pipe line, it was 
pointed out, the Texas Gas system will include 
2,366 miles of pipe line, compared with the 
present 1,501 miles. Annual sales are expected 
to reach approximately 150,000,000,000 cubic 
feet, an increase of 100,000,000,000 cubic feet 
a year over present sales. Compressor stations 
along the pipe line system will number 17, as 
against the eight stations now in operation. 
The installed compressor horsepower will total 
97,915, compared to the present total of 29,115 
horsepower. 

The initial capacity of the new pipe line at 
the end of this year is expected to reach 304,- 
000,000 cubic feet of gas a day. By the Spring 
of 1950, upon the completion of additional 
facilities, the capacity of the 26-inch line will 
reach 400,000,000 cubic feet a day, bringing the 
company’s total daily delivery capacity to about 
650,000,000 cubic feet a day. 


E. F. Griffiths Co. Appoints 
Southeastern Representative 


F. Grirritas Company, Philadelphia, 
manufacturers of conversion parts and 
other components for the gas industry, has ap- 
pointed E. J. Bjorenson, with headquarters in 
Orlando, Florida, as direct factory representa- 
tive for the southeastern states. 


Data on Type “D” Enclosed 
Switches Issued by Trumbull 


A new 4-page brochure on the newly devel- 
oped Type “D” Front Operated Enclosed 
Switch has just been made available by The 
Trumbull Electric Manufacturing Company, 
Plainville, Connecticut. 

The switches, according to the brochure, 
were designed for residential, commercial, and 
farm applications. They are presented as hav- 
ing 6 distinct advantages which are aimed to- 


to government owned utilities ; news concerning prod- 
ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 


ward ease of installation, maintenance, and 
improved safety. All the features of these 
switches have been tested and approved by the 
Underwriters’ Laboratories, Inc. 

The back cover of the brochure gives infor- 
mation about the capacities and ratings of the 
switches, applications for which they are suita- 
ble and a catalog listing of their characteristics 
which can be used when ordering. 

Free copies of Brochure TEC-1 may be ob- 
tained by writing to the manufacturer. 


F. L. Snyder Appointed Manager 
Westinghouse Transformer Div. 


RANK L. SNYDER, whose entire business ca- 
reer has been with the Westinghouse Elec- 
tric Corporation, has been appointed manager 
of the firm’s Transformer Division in Sharon, 
Pennsylvania. He succeeds John K. Hodnette, 
vice president, who recently became general 
manager of industrial products with headquar- 
ters in Pittsburgh, 
Succeeding Mr. Snyder as Transformer Di- 
vision engineering manager is John H. Chiles, 
Jr., who joined the company in 1925. 


Rockwell Constructs Valve 
For 34” Gas Pipe Line 


VV manne 15,900 pounds, the largest lubri- 
cated plug valve ever constructed has 
been completed and undergone the most rigid 
tests in the Nordstrom Valve plant of Rock- 
well ‘Manufacturing Company at Oakland, Cal- 
ifornia, Twelve of these giant valves are being 
manufactured for the initial section of Pacific 
Gas & Electric Company’s 34 in. gas pipe line 
from the Colorado river into the San Fran- 
cisco bay area. 

Ten of the valves will be 30 x # in, figure 
4649% with elevated gearing, and two of the 
same type will have electric motor control. The 
valves are designed with butt-welding ends and 
rated for 1000 pound wog. 


Boiler Equipment Service 
Extends Operations 


HE BorLer EQUIPMENT SERVICE COMPANY, 

686 Greenwood avenue, N. E., Atlanta 6, 
Georgia, sales and engineering representatives 
for Cochrane Corporation, Philadelphia, in the 
Georgia and Florida territory for industrial 
water treating equipment and steam specialties 
have also been appointed representatives for 
Cochrane for the state of Alabama, less Mobile 
and Baldwin counties which are handled by the 
Allan J. Harris Company from New Orleans. 

(Continued on page 23) 
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OVER 10 BILLION FEET 
of 


* 


INSULATED WIRE 


THAT'S HOW MUCH U. S. RUBBER HAS MANUFACTURED 
IN THE 20 YEARS SINCE LAYTEX WAS PERFECTED 


Laytex, 90% pure rubber insulation, is used 
in many U. S. wires and cables. For example, 
there is U. S. Control Wiring for every type 

















of control, supervisory or metering problem. 
Because dependability is so vital in this 
service, U.S. engineers use Laytex insulation 
on the individual conductors of 600 volt 
control cable. MOREOVER, THERE HAS 
NEVER BEEN A REPORTED FAILURE 
OF LAYTEX INSULATED CONTROL 
CABLE IN ITS 16 YEARS OF MANU- 
FACTURE. It is Laytex that gives you a 
cable of such light weight, small diameter, 
and high resistance to moisture. 

For more information and sample write to 
Wire and Cable Department, United States 
Rubber Company, 1230 Avenue of the 
Americas, New York 20, N. Y. *Reg. U.S. Pat.og. 


SMALLER DIAMETER MEANS MORE 
CABLES IN A GIVEN SPACE 


felon fete) 
20K ay 


U. S. Control Cable Ordinary 7-conductor 
(7 -conductor) insulated Control Cable 
with Loytex 
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E. A. Brooks, J. E. Fearon, D. T. Sheffield, 
W. C. Morrison, and C. G. Acree are the indi- 
viduals covering this territory. 


Tin Plate for Gas Meters Restored 
To Prewar Standard 


HE tin and antimony section, U. S. Depart- 
ment of Commerce, which administers tin 
order 'M-43, amended this order effective June 
2, 1949, bringing the weight of tin plate for 
gas meters up to prewar standard. 
Restrictions on pig tin during the war made 
it necessary for meter manufacturers to accept 
tin plate of 3.30 pounds per base box. The new 
order lifts the weight of tin plate to six pounds 
per base box. In addition, tin for use in solder 
has been raised from 50 to 60 per cent. 


Milwaukee Gas Specialty Names 
Eastern Representative 


Ga F. WALKER has been assigned to 
represent the Milwaukee Gas Specialty 
Company in the Eastern territory with head- 
quarters at Philadelphia, it is announced by 
John A, Wolff, sales manager of the company. 
Mr. Walker’s territory includes the states of 
Maine, New ‘Hampshire, Vermont, Massachu- 
setts, Connecticut, Rhode Island, New York, 
New Jersey, Pennsylvania, Delaware, Mary- 
land, Virginia, West Virginia, and North and 
South Carolina. 


Builds Largest Cylindrical 
And Petticoated Bushing 


5 first of 192 porcelain bushings, the larg- 
est cylindrical and petticoated bushings 
ever built, was recently completed at Locke 
Incorporated, Baltimore, Maryland. 

Each porcelain bushing will have an inner 
diameter of 16 in., and outer diameter of 23 in., 
and a height of 76 in. They are to become part 
of sixteen giant 230,000-volt switchgear units, 
each capable of interrupting an electrical cur- 
rent equivalent to 10,000,000 KV.A in less than 
1/20th of a second, which are being built by 
the General Electric Company for the Pacific 
Gas and Electric Company. 


Johnston Pump Publishes — 
Two New Catalogs 


A Jounston Turbine Pump for every water 
transfer job in the wide ramification of 
industrial operations, is the theme of two in- 
teresting and well illustrated booklets recently 
released by the Johnston Pump Company. The 
text deals with the many applications for which 
Johnston Turbine Pumps are designed; ex- 
plains how interchangeability of parts still 
further extends their utility and economy ; and 
by means of sectional drawings shows the com- 
ponent parts of the pumps, their relation to 
(Continued on page 24) 
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NO CORPORATE PROBLEM 


is too difficult to solve with the combined efforts of your 


bankers, your attorneys and ourselves. 


To obtain stockholder approval of corporate proposals. 
To build stockholder good-will. 


To suggest solutions for corporate problems. 
To assist in preparing plans for corporate recapitalization, 
reclassification, etc. 


To secure stockholder support for new financing. 
To facilitate exchanges or conversions. 


Write for a copy of our leaflet “What we do—How we do it.” 


GEORGESON & CO. 
52 Wall Street, New York 5, N. Y. 


Boston - Philadelphia - Chicago - Los Angeles - San Francisco 
Representatives in all Principal Cities 


We work for: 
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LARGER 


SURFACES 


for the wrenches make the Penn-Union 
connector more practical—you grip it 
from ANY angle, with ANY kind of 
wrench (box, socket or open-end). 


If you have ever spliced wires and cables 
in real mean locations, you probably are 
a strong booster’ for Penn-Union Con- 
nectors— 


Because you know how much easier they 
are to use in close quarters: Working up 
against a wall . . . squeezing into small 
boxes, to join short ends of stiff wire. . . 
reaching around pipes, and splicing wires 
in dark holes where you can hardly see. 


Developed by 20 years of constant im- 
provement. Accurately made, with rigid 
engineering inspection. Re-usable over 
and over. Can be furnished in Bronze 
or Aluminum. 


Sold by Leading Wholesalers 


PENN-UNION ELECTRIC CORP., ERIE, PA. 
The COMPLETE Line of Conductor Fittings 


PENN- UNION 


ON OUC TOR FIirring ™ 





each other, and the modus operandi of 
complete mechanism. 


Lubricated Pumps, and Bulletin 1014 explain 
the Johnston Water Lubricated Pump. Copig 
may be obtained from the manufacturer, 23 
East 49th Street, Los Angeles 11, Cal. 


Formica Offers New Design in 
Line of Electrolysis Bushings 


T= ForMICA Company has introduced 


assembly and in tightening after assembly, A 


illustrated, the new bushings feature ridges 
spaced equally around the perimeter in place of 
the flat wrench lands previously used. These 
ridges permit a wrench to be applied from any HH 
angle, Mechanical thread strength is equal tof 
that of the pipe threads. Constant dielectric 
strength and great dimensional stability are 
also claimed by the manufacturer. 
information will be supplied upon request to 
R. W. Lytle, vice president in charge of special 
engineering, The Formica Company, 470 
Spring Grove avenue, Cincinnati 32, Ohio. 


Combustion Announces Changes 
In Sales Territory 


OMBUSTION ENGINEERING - SUPERHEATER, 
INc., announces that the sales territory 
formerly covered by W. Z. Harrison & Com- 
pany, of Salt Lake City, Utah, has been divided 
between Joy & Cox of Denver and the Los An- 
geles office of the company. Joy & Cox will 
now handle the states of Montana, westem 
Wyoming, Idaho, and Utah, while the state of 
Nevada is assigned to Combustion’s Los An- 
geles sales office. 


Expands Gas and Oil Department 


HEMICAL PLANTS Division of Blaw-Knox 

Company has announced the expansion of 
its oil and gas department through additional 
personnel and the opening of a district office 
at Tulsa, Oklahoma. The new office will be 
under the supervision of R. H. Hazlett, man- 
ager of the department, and will provide setv- 
ice to industries of the Southwest. 
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Can You Be Confident? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 

debt ceiling—authorize new securities—grant conversion 

privilege for convertible bonds, etc.—can you feel con- 
fident that your stockholders will support management's — 

recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 
proxy soliciting organization as a form of insurance that 
the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 
information. 








National or Sectional Coverage 


* ‘ * 


DUDLEY F. KING 


Associates: JOHN H.C. TEMPLETON * CHARLESA.NICHOLLS + PHILIP H. CARPENTER 


70 PINE STREET, NEW YORK 5&5, NEW YORK 
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NOW AVAILABLE! 
umire Emon!) PROCEEDINGS 
1948 CONVENTION 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





Tuis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
service of public utilities and transportation 
companies including the following: 


Current Developments in Rate Regulation of Communications, Transportation and 
Electric and Gas Companies—Appraisal of Financial Needs of Electric Utilities— 
Natural Gas Production and Regulatory Problems—The Uniform Classification Problem 
—Conflicting State and Federal Accounting Regulation of Electric Utilities—Telephone 
Studies {including Western Electric Costs}—Resolutions adopted by the Association 
Legislation—Depreciation—Accounts and Statistics—Engineering. 


These and other $8.50 


COMMITTEE REPORTS AND ADDRESSES SEPARATELY PRINTED AND OTHER 
PUBLICATIONS OF THE ASSOCIATION 


Telephone Report (1948): 
Report of the Special Committee Cooperating with the Federal Communications Com- 
mission in Studies of Telephone Regulatory Problems. This report is principally concerned 
with the problem of Western Electric costs to the telephone industry. It is 78 pages 
in length and contains illustrations, tables and charts 


Telephone Separations Manual: 
This manual is the result of the NARUC and FCC Joint Committee studies, and develops 
a system of procedure providing for allocating telephone operating expenses and invest- 
ment among exchange, state toll, and interstate toll service on both the board-to-board 
and station-to-station bases of rate making. (This manual is not included in the volume 
of Proceedings above referred to.) (Printed, 87 pages) ee 


Depreciation: 
1948) Letter Symbols for Mathematics of Depreciation 
na Half Cycle Methods of Estimating Service Life 
1946) Methods of Pricing Retirements from Group Property Accounts 
Note: None of the above three Depreciation papers are included 
in any volume of Annual Proceedings. 


Interpretations of Uniform System of Accounts for Electric Utilities 
Interpretations of Uniform System of Accounts for Gas Utilities 
Interpretations of Uniform System of Accounts for Water Utilities 


(Where remittance accompanies order we pay forwarding charges) 





NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 


7413 NEW POST OFFICE BLDG. WASHINGTON 25, D. C. 
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All-New and... 





THE INDUSTRY’S FINEST 


KING-sizep 


CABS 


Bigger, roomier, stronger, . . . larger doors, 
windows, windshields . . . built-in ventila- 
tion . . . complete insulation. 520 to 650 
conventional models have full-width, three 
Passenger seats. C.O.E. and 700 to 980 
conventional models have separate driver's 
seat with optional passenger seats. 


If your construction and maintenance jobs call 
for heavy duty trucks, you’ll find new “H”’ line 
GMCs the stand-out trucks of the field! 


They’re all-new in looks, with high attractiveness 
and attention value. And they’re just as powerful, 
rugged and comfortable as they look . . . with big- 
ger, better performing gasoline engines and im- 
proved Diesel engines . . . deeper, stiffer, better 
braced frames, Bumper-Built grilles and faster- 
acting brakes . . . higher, longer, wider cabs that 
have up to 50 per cent greater visibility, plus a 
score of new comfort and convenience features. 


These new “*H”’ line GMCs are offered in 61 basic 
models...in weight ratings from 19,000 to more than 
90,000 pounds. See your GMC dealer for full facts 
on the best type for your type of heavy hauling. 


GMC fRUCK & COACH DIVISION « GENERAL MOTORS 


GASOLINE 


TR °CKS 
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A signature of quality 


You're looking at a man whose “signature” assures 
quality welding of piping. He’s a Grinnell welder 
and, as every Grinnell welder, he is qualified by 
Grinnell according to a procedure which conforms 
to A.S.M.E. Boiler Construction Code, Section 9. 
After qualifying, he is given a number which he 
“signs” adjacent to each weld he makes. 


Quality welding is only one of a long chain of 
responsibilities assumed by Grinnell on every pre- 
fabricated piping job ... from the interpretive 
engineering to the on-time delivery of the fabri- 
cated piping. Such responsibility requires facilities 


every weld 
on a Grinnell 
prefabricated 
piping job 

is made by 

a qualified 
welder 

















for metallurgical research and testing, comprehen- 
sive knowledge of state laws and industry codes, 
and a complete familiarity with insurance com- 
pany requirements for fabricated piping. 
The fabrication of piping for today’s high pres- 
sure, high temperature or corrosive services is a job 
* for experts. It’s a job for Grinnell prefabricating 
plants because Grinnell has the modern equipment 
and methods, and the skilled personnel which en- 
able them to assume total responsibility for the job. 


GRINNELL 


————, 





Grinnell Compony, inc., Providence, R. 1. Branch warehouses: Atlonta * Buffalo * Chorlotte * Chicago * Cleveland * Cranston * Fresno * Kansas City * Houston 


Long Beach *Los Angeles * Milwaukee * Minneapolis *New York * Ocklond * Philadelphia * Sooramento ° St. Louis * St. Poul * San Frandsco * Seattle * Spoken 
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RVING Trust’s Public Utilities Department has 

been actively helping utilities formulate and 
carry out constructive financial programs geared to 
each company’s particular needs. 





This special department is staffed with men 
whose practical experience in the utilities field 
qualifies them to offer a sound, understanding, 
realistic approach to your problems. 


TOM P. WALKER —Vice President in charge 


Pe, 
IRWGV. cc ORUSsT 


ONE WALL STREET . NEW YORK 15, N. ¥. 


Capital Funds over $116,000,000 
Total Resources over $1,100,000,000 


Wituram N. Enstrom, Chairman of the Board Ricuarp H. West, President 
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What we really make is Time 





It is faster to 


Hane A WALL 


than to 


PILE IT UP 


LitTLE blocks, say 2°x4"x8',don’t pile up very fast. 

We hang walls up in sizable panels. 

And that is an easy way to understand why 
Robertson's real product is time. 

We make walls that are hung in place. We 
make them complete with insulation when the 
panels are delivered. We engineer them piece by 
piece in advance at the factory. We put expert 
crews on the job to place them. 


We make time, now, when time is the essence. 








Point is, we integrate the right materials with 
exclusive designs and processes of manufacture, 
round them out with fast engineering for each 
individual job, install them with experienced 
crews, and deliver the thing that is most vital of 
all vital things today: speed. 


We save days and weeks in finishing a build- 
ing for use, because years have been put into the 
development of these unique skills. 


Quick is the word we practice. 


H. H. ROBERTSON COMPANY 


FARMERS BANK BUILDING, PITTSBURGH, PA. 


* 
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Twenty-five years ago CLEVELAND put their 

first wheel-type full wide crawler trencher 

on the market, which practically revolu- 

tionized trench excavation. Through the 

years CLEVELAND has maintained the 

proved, correct, sound basic design and 

unvarying quality construction but by 

| close contact with users has added re- 

finements until today’s CLEVELANDS 

meet completely the essential trenching 

requirements of speed, maneuverability, 

mobility, endurance and economy. Inves- 

tigate CLEVELANDS now for trenching 

Sy equipment that answers your immediate 
¥ and future requirements. 


THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE e CLEVELAND 17, OHIO 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 


valuations, special reports, investigations, financing, design, and construction. » 





Tae American Appraisat Company 
ORIGINAL COST STUDIES « VALUATIONS ¢ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORE WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
aad other principal cities 











DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 











Jord, Bacon & Davis 


+ 
VALUATIONS Eng CONSTRUCTION 
REPORTS INeersS RATE CASES 
NEW YORK © PHILADELPHIA @ CHICAGO e LOS ANGELES 











GILBERT ASSOCIATES, Ivc. 


ENGINEERS POWER ENGINEERING SINCE 1906 
Steam, Electric, Gas : 
Hydraulic, Sanitation Serving Utilities and Industrials —_ 
Designs and Construction Personne elations 
Inspections and Surveys Reading © New York © Houston Original Cost Accounting 
Feed Water Treatment Philadelphia ©@ Washington Accident Prevention 














Mention the FortnicHtty—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 





FREDERIC R. HARRIS, INC. 

FREDERIC R. HARRIS ENGINEERING CORPORATION 
FREDERIC R. HARRIS FREDERICK H. DECHANT 
ENGINEERS 
Reports Designs Management 
NEW YORK 

Atlanta Knoxville Philadelphia 











—— HENKELS & McCOY —— 








Electric & Telephone Line Construction Company 
TRANSMISSION DISTRIBUTION CONTRACTORS RIGHT OF WAYS 
OVERHEAD UNDERGROUND PHILADELPHIA CHEMICAL CONTROL 
CONSTRUCTION MAINTENANCE TREB TRIMMING 
BALL FIELD LIGHTING Wilmington, Del. * Portland, Me. * Altoona, Pa. GAS AND OIL LINES 
NOW WORKING IN FOURTEEN STATES 





























HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 











She huljian 


— 


ENGINEERS : CONSTRUCTORS 








WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 











LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 
57 WILLIAM STREET NEW YORK 





(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 








N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 


REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 

















Pioneer ~~ Co. 


CONSULTING, DESIGNING AND SPECIALISTS IN 
OPERATING ENGINEERS ACCOUNTING, FINANCING, RATES, 


PURCHASING \a\ ls] INSURANCE AND DEPRECIATION 
CHICAGO 4, ILLINOIS 





231 SOUTH LA SALLE STREET. 





Complete Services for GAS and SLECTRIC Utilities 


DESIGNING «¢ ENGINEERING ¢ CONSTRUCTION 
PIPING * EQUIPMENT ¢ SURVEYS ¢* PLANS 


compre te A gc Additions or Installations . 2 
ry detail geared to more profitable operation. NGINEERS * CONSTRUCTO ° 


See Sweets Files, Refinery Catalog, etc for details 





SANDERSON & PORTER 
— 


CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Usilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—A ppraisals 


Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 
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PROFESSIONAL DIRECTORY (concluded) 















City Planning, 


ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 

Water, Sewage and Industrial waste Proble 
Airfields, * Refuse incinerators, Industrial Buildings 
Reports, Valuations, 


121 SOUTH BROAD STREET PHILADELPHIA 7 


Laboratory 





JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


conn 
inquiries, depreciation, 
Rm original cost, 








470% BROADWAY 


BLACK & VEATCH 


CONSULTING ENGINEERS 


pat, design end pert Public | 


tility "Deagestion 
KANSAS CITY, MO. 


and = re- 
ef con- 





LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie St., Cxicaco 














910 Electric Building 


EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports aud 
Original Cost Studies. 


Indianapolis, Ind. 














A. S. SCHULMAN ELEctric Co. 


Contractors 


TRANSMISSION LINES—UNDERGROUND Distri- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 SoutH Dearsorn St. 


Cricaco 











W. C. GILMAN & COMPANY 


Consulting Engineers 
Load and Capacity Studies — Rate Cases 


Financial Planning 


Investigations — Reports — Supervision 
55 Liberty Street 





New York 5 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











Francis S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation — Service Life 
Studies — Construction Cost Indexes — 


Reports 


122 SoutH MicHIcAN AveNuB, CHICAGO 





UNITED STATES TESTING COMPANY, INC. 
HOBOKEN, NEW JERSEY 


Analyses - Testing - Inspection - Research 
A Complete Service 


Les Angeles - New York 
Woonsocket 


Boston - Chicago - 
Philadeiphia - 














BOSTON 





JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 








NEW YORK 








WESTCOTT & MAPES, ine. 


ARCHITECTS & ENGINEERS 


INVESTIGATIONS © REPORTS 
DESIGN e SUPERVISION 
New Haven, Connecticut 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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ELTA-STAR Group Operated Switches 
? «plus DELTA-STAR Operating Mechanisms 


Design features, exclusive with Delta-Star switch mechanisms, 
assure easy and rapid switch synchronization which will re- 
main in adjustment permanently. Levers, clevises and other 
fittings cannot slip regardless how hard or how frequently 
switches may be operated. You will appreciate the operating 
ease and low installation cost of Delta-Star outdoor switches 
equipped with these efficient mechanisms. Twenty years of 
satisfactory service, under all climatic and atmospheric con- 
ditions, attests to their ruggedness and wide acceptance 
by the industry. 





1) levers are adjustable to the exact angle desired throughout 360- 

degrees around the bearing—can be installed or removed without 

disturbing rotating insulator. (See lower right illustration.) 

os type, non-slip forged-U-~-bolt fittings with self-piercing set 
screws eliminate threading and drilling of pipe—available in a wide 

variety of units to make up complete mechanisms. 


Sa Ce Pe ee ee 
tive key —adjustment will not drift. (See upper right illustration.) 


pea and control bearings have greaseless non-rusting ball bearings 
—insure free operation under all weather conditions. 


Universal adjustment—permits quick and precise synchronization of 
group operated switches. 


Adaptable to any switch position or arrangement with standard 
mechanism parts. 


For complete details consult our nearest representative or ask for 
Publication No. 4903. 


DELTA-STAR ‘owns 


MAINSOFFICE AN FACTOR k 


XY YORK aac 





Piercing 
Set Screw 


ions 
org 
-Bolt 











Adjustment can be repeated 
eight times around the 
bearing. 
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City decentralization 


away from 
traffic jams 


requires more generat- 


ing equipment, new facilities that cost 
TAX DOLLARS. 


DOWNTOWN 
Decentralization also means less 


business downtown. Property values 
drop! TAX RATES CLIMB! 


Million-dollar superhighways and 
freeways mean SOARING TAX RATES 


Modern transit methods use street 
space most efficiently. That means 


SUPER MARKET 
LESS traffic, MORE customers, stim- 
ulated business! 


ee 

— 
—— 
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Apparatus Department, General Electric Company, Schenectady, New York 


GENERAL ($6) ELECTRIC 





